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Ferento, Ontario 


Winnipeg, Manitoba, 
Tuesday, April 10,1962. 


--- On resuming at 9.15 A.M. 


THE CHAIRMAN: (1 will now call the meetin 
to order. Mr. Roblin, there may be some further 
questions. 

COMMISSIONER HARROLD: 1 think when 


we broke off, Mr. Chairman, we were somewhere 
around page 21 in the brief where Mr. Roblin had 

just covered the Manitoba Development Fund, | believe. 
| have one more question. You mentioned in that the 
Manitoba Agricultural Corporation. Could you give 

us a little more information as to who it works here 

in Manitoba. 

HON.; MRe ROBLIN: ° Yes)’ Mr. "Chairman. 
The Manitoba Agricultural Credit Corporation was 
established about the same time as the Manitoba 
Development Fund was established but for a different 
purpose, namely to provide long-term capital to the 
agricultural industry. 

Our studies have have indicated that there 
was a very considerable shortage in the availability 
of long-term capital for individual farmers. People 
who had formally been in the mortgage business had 
gone out of it because there were more attractive 
investments, particularly in urban aul estate and 
that kind of thing; and the federal provisions at 
that time, in particular for long-term loans to farmers, 
were less than satisfactory in our opinion. 


So it was decided to establish this 
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Agricultural Credit Corporation to supply long-term 
credit requirements and we had two particular aims 
in mind. The first and the most important one was to 
supply this credit to beginning farmers. Our analysis 
of the problem has shown us that the old ways by which 
young darmers accumulated capital no longer were 
so helpful as they used to be; that it was no longer 
possible to hire out as a hired man and through the 
gradual course of time to develop the resources to 
go farming by oneself. It required a capital investment 
probably as high as $35,000, if | can take a round 
figure, to set up an economic farming unit. 

Therefore the beginning farmer was in a 
difficult position. Even if he was able to take over 
the farm that his parents had, his father had, there 
was ao necessity every generation of paying off the 
old generation that the new generation could come in 
and take over the farming operation. 

So that was one problem. The second one 
was to enable farmers that were already in business, 
so to speak, to keep up with the technological changes, 
because the technology of agriculture has been 
changing faster in recent years probably than any 
other branch of industry that | know of, and it is 
becoming much more capital intensive. Larger and 
larger farms for certain types of farming are the order 
of the day, and even for the smaller type of farm the 
demand for equipment and machinery. for those items 


that require pretty considerable amount of capital 


were pressing. 
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1 Therefore, for these two reasons to get 
2 the young farmer off the ground and to enable the 
3 farmer in business to make his farm an economic 
4 Operation, we decided to go into this agricultural 
5 credit plan of ours, and it certainly has proved itself 
6 to be very useful in the Province of Manitoba, 
7 | think there is now after about three years 
8 of operation, some $14 million lent to farmers in this 
9 situation, which covers possibly about a couple of 
10 thousand of the farms in Manitoba. 
11 We operate this plan again at arm's length 
12 from the Government. It has its own Board of Directors 
13 and its own operations, and although | must admit that 
14 some applicants who are turned down come to us for 
15 suc couror sympathy,, all that we are able to do, or 
16 that we believe is proper to do, is to ask the Credit 
17 Board again to review their case, but their decisions 
18 in the matter are. final. We like to operate it as a 
19 business like proposition and the record of the 
20 Agricultural Credit Fund to date as regards repayments 
21 is very satisfactory. It was good this year in spite 
22 of the drought conditions that were experienced, and 
23 we regard this as a successful operation. 
24 Since we began the Federal Farm Loan 
25 operation has been considerably improved. It has been, 
26 perhaps loosened up is the expression l am trying to 
27 say, but it has become more helpful, become more 
28 practical and its assistance to the farming public 
29 of Manitoba has been much greater than it used to be. 


30 However, it is not particularly adapted to the young 


7 - 
are 


¥ 7 


ae. 


,sroletadT 


—__ 
. CAM tt 
> =. 


Awe a, 
edt sidons of bao bnuoig sdt tto 1emi0 r 


De 


7 


bs a, - Ok S 
top otf z2n0o% 


cae 
simenose me mio} eid sl om of 2conteud ab vem? 
lorutluoirgo 2idt ofni op onsets nips thei emmchiiaid 
daa beavoig ep yiniottes ti bao 4 21V0 to nplg tibe1o 
_odotinoM to eoniverd ont ni luteeu yrov ed.ot 

piney gaint tuods vette won 2i sredt Anidt | 
zidt ab 219m107 ot tae! moiltim Mig amoe ,aciiprago to 
to addshie p tuodp yvldizzog e1evo0o doidw ,noitoutiez 
.odotinnoM ni emint edt Yo bavavordt 
dipnel a'min te dingo npiq zidt ator1sqoe sW , ’ 
otog1id to binod nwo ati zod tl .tnemaisvoO edt mort 
todt timbo teum | dguodilp bro ,enoitorsqo nwo ati bao 
yot 2u of smoo nwob bentut e106 ow etnoadilqqn smoe 
10 ,ob of sido e1p sw tot lio Yi pgmyYe 10 hOs..ue 
tibe1D oi dep ot ei ,ob ot 18sqo1q ei aveiled ow todt 
anoiziosb tiedt tud ,s200 1iedt waiver ot niopp bip0d 
p20 ti sto1aqo of stil eW  .lenit sa asttom sdt,ni 
ani to bio291 edt bap noitizoqorg eaAlil zzaniaud 
atnemyogset ebioget 2p stob of baud tiberD laxutluoirpA 
eatige ni spay 2zidt boop zow tl .yrotonteitpe yiev 2) 
bio ,beansitesqxes st9w todt zencitibnos tdguarb edi io 
-noitersgo iutzzeooue dp 2p 2indt bipes1 sw 

apol mip inisbed ont anped sw sanie 
reed zon th .bevotqmi yldorsbizaos nged end noitoisgo 
ot pniyit mo | moizesiqxs si 2i gu benszool zqndisq 
s10m emoosd vlutgied s1om smossd end ti tud ,yoe 
_ ailduq enimiot edt of sonnteizeo 2ti bno lnsitanrg 
lypluoit q ton ei ti 


an 


Nethercut & Young e 949 = 


Terente, Ontaric 
1 farmers as ours is. 
4 We charge an interest rate of 4 per cent 
3 for young farmers and 5-1/2 per cent for the other 
4 farmers. The Canadian Farm Loans, | believe, are 
5 5S per cent, so we encourage those farmers who are not 
6 in the young category, which is under 3f, to go to 
7 the Federal body first, because they get a cheaper 
8 interest rate. If they are,not able to do business 
9 there and they are still a credit-worthy risk, then we 
10 take them under our wing eres 
11 | wonder if there are any other questions, 
12 Mr. Chairman, that | have not covered with respect 
13 ta dth isy. 
14 Rates of interest are presently 4 per cent 
15 for young farmers and 5-1/2 for the others. This 
16 indicates that there is an element of subsidy in these 
17 interest rates, and the Consolidated Fund makes a 
18 contribution each year to the Manitoba Agricultural 
19 Credit Corporation, but | recognize the fact that their 
20 interest rates are less than the market would indicate 
21) at the present time. 
22 | The loans are made for all reasonable 
23 farming purposes, such as purchase of land, the 
24 livestock or equipment, the construction of buildings 
25 and other improvements to the land, and the paying 
26 off under certain circumstances of mortgage or other 
27 encumb rances on the lands or chattels or the 
28 consolidation of liabilities incurred for productive 
29 agricultural purposes. 


30 The loans are repayable in annual instalment 
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fo cover principal and interest, and they may be paid 


off at any time without penalty being incurred. 


The terms of the loans vary. The maximum 
loan to any one individual is $25,000, and the maximu 
term is 30 years. Now, when these figures were 


established they were considerably more advantageous 
than anything else in the field at that time. 

Young farmers are those who have not 
yet reached their 3lst birthday at the timethey file 
their application for loan. 

No loan may be given which exceeds 
65 per cent of the appraised value of the security, 
and the value of the land must be at least 60 per cent 
of the total security, and the remaining 40 per cent 
may be made up of livestock, farm machinery, but 
at novtime may the value of chattels other than 
livestock exceed 20 per cent of the total security 
required. 

| am sure members of the Commission will 
recognize that these represent pretty generous terms 
with respect to those details, and they are, but | 
must say that our experience to date has been satisfactory. 

We were guided by » the fact that 40 years 
ago we had a Farm Loan Board in this province and it 
went broke, to considerable public expense, and one 
of the lessons we had ihimind when we devised this 
plan was the lesson of that experience, because we 
hope this will be and we believe it will be a 
successful operation and it will not incur the amount 


of losses that were experienced before. Therefore we 
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try to run it on what we believe to be a pretty 
business like basis and, as | say, the record to date 
has been satisfactory. 

COMMISSIONER HARROLD: 1 notice in 
paragraph 21 on page 21, you suggest there is one 
exception in the field of agricultural credit. Would 
you say that in the field of long-term agricultural 
credit, agriculture is pretty well taken care of 
between the federal corporation and your provincial 
corporation? 

HON. MR. ROBLIN: Well, | think there 
has been a dramatic improvement in the last two or 
three years on both our parts, if | may say so. | 
think the federal plan has been greatly improved, and 
| think ours is meeting a real need. 

lt is in the situation really as the 
Manitoba Development Fund, and that is that we can 
use more money. We are limited, and there is a certain 
amount of rationing of this lending going on because 
we are only in a position to supply relatively small 
amounts of money annually to this fund of ours. We 
hope, of course, that the revolving character will 
begin to come into play before long as this money 
starts coming back but | think we could use more money 
in the Agricultural Credit Fund if it was possible 
within our system or priorities to produce it. We 
are doing the best we can at the present time, but | 
think that we would be able to put to good use any 
extra monies to lend that might be entrusted to us. 


| think something in the nature of, say, another perhaps 
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$3 or $4 million a year going into this fund of ours 
could be profitably put to use. 

So we are rationed to some extent due to 
the necessity of building it up gradually, and if 
we could suggest to other levels of government that 
they could give us some elbow room in respect of 
farms, | am sure it could be put to good use. 

COMMISSIONER HARROLD: Would you like 
to say another word on that supplement to your 
paragraph 21 on your exception here. You suggest 
that the intermediate credit for livestock is not 
adequate. 

HON. MR. ROBLIN:: “Yes, 1 cam glad that 
| have the opportunity of referring to that paragraph 
again, because one of the efforts of the provincial 
government in the field of agriculture is to try and 
rationalize the industry, to try and do what we can 
to give leadership to the farming community to put it 
into the position to work most effectively. 

One of the things that we have been trying 
to do is to help the farm community keep up with the 
shifting market changes and the shifting technological 
changes. We have come to the conclusion that it 
would be advantageous if greater emphasis in this 
province was placed on livestock rather than on field 
crops. We have done this because all the indexes 
that we can study indicated that the future market 
possibilities for livestock in the Nor hist n@ehbe on 
continent as a whole look very good, and indeed 
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1 is this switch from grain to meat as far as diet is 

2 concerned. 

3 It does represent for us a cash crop in 

4 the way that, until the Hon. Alvin Hamilton and his 

5 helping force the other day,was pretty difficult,as 

6 we grew lots of wheat and could not find anything 

7 to do with it. Happily at least for this year the 

8 situation is not in that case, but | think long-term 

9 indications for agriculture in Manitoba would show 

10 that the prospects for the livestock industry are perhaps 

11 the best of any in the agricultural field. 

12 One of the things we have been trying to 

13 do is to make this clear to our farming people and 

14 to encourage them to draw the logical conclusions 

15 to get into livestock and into provision of fodder and 

16 feed as much as possible to support a sound livestock 

17 industry. 

18 That of course is an area in which short- 

19 term credit is required . There has been some effort 

20 made particularly by the Manitoba Pool Elevators, 

21 and | think a very good effort, to provide their own 

22 intermediate term capital by forming small groups of 

23 farmers in each pool area that is interested in this, 

24 to work together providing money and providing 

25 management advice, to provide this intermediate 

26 credit to improve the livestock industry in that. 

27 | particular area. | think the experiment has been 

28 working very well, but we do feel though the need for 

29 larger supplies of intermediate credit to support this 
er i new development of livestock in the agricultural 
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livestock industry. 

lam not able to give the Commission 
statistics on this, because it is a pretty new develop- 
ment with us, and we have not yet been able to 
grasp the size of this need or to pinpoint it as 
accurately as we should wish, but we can see this 
coming up. This is something we have got to deal 
with, and this is a place where we think more credit 
would be desirable. 

| rather imagine that. one of the best ways 
to approach it would be through the banking system 
in the same way as we have the Farm Improvement 
Loans. It might be that would provide a pattern 
that could be followed in supplying that kind of 
credit. 

This situation underlines the situation we 
meet of having agricultural experts within the chartered 
banking framework, because something of the kind 
of information that these men have is necessary, | 
think, if bankers are going to be able to appraise the 
credit-worthiness of particular farmers in.a livestock 
situation. | think there might be the possibility of 
using the model of the Farm Improvement Loans to 
supply this intermediate credit to the livestock 
industry through the chartered banking system. That 
is one way of appnoaching it at least. 

THE CHAIRMAN: Can you say anything 
about financing of mining in Manitoba? ‘oes that 


follow this same pattern as it does generally through- 


out the country. 
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HON. MR. ROBLIN: | don't know of any 
particular local differences in respect of mining in 
this province. In this province it has become, | am 
afraid, it is becoming more and more the preserve 
of the very large corporation, and there is quite a 
natural reason for that. The over-burden of the 
Rre-Canmbrian Shield in Manitoba is very thick. 
Consequently the difficulties of prospecting are 
greater than in areas where the over-burden does not 
exist or where it is relatively thin. A great deal of 
drilling has to be done or exploration has to be 
done through this blanket which is lying at the top 
of the rock. This has called for rather exPensive 

Oe. 
methods/prospecting. 

That is a general statement. It is also 
true that many of our original indications of ore 
values were found by the individual prospector in the 
traditional way. Flin Flon certainly and | think some 
of the indications around Thompson as well, but the 
large-scale exploitation of these indications has 
usually, been:undertaken by well-financed big companies 
such as International Nickel and Noranda and Hudson's 
Bay and others of that sort. 

So it has become as far as | can tell, and 
| must admit that | am far from an expert in this field, 
an. area in which the larger companies seem to-have 
a decided advantage because of the high cost of 
proving up areas which might look interesting at first 


glance. 


The mining developments in the province 
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1 have , with very few exceptions, been undertaken by 
: these larger companies, and | think that that will 

3 probably be the pattern that we see developing in the 
4 future. 

5 THESCH AIRMAN So Yee HaveParsccurittes 

6 Commission, of course, haven't you. 

7 HONS MRY ROBLINE The Publie Utility 

8 Board here has a branch which does wandle securities. 
9 THE CHAIRMAN: Are they chiefly concerne 
10 with mining issues? 

il HPN MR. ORG BL INE *WEHt PMERR! Thoke 
12 are mining issues, but | do not think that it occupies 
13 the same bulk as in Ontario. 

14 THE CHAIRMAN: They are not of such 

15 magnitude as elsewhere. 

16 HON. MR. ROBLIN: No, I don't think so. 
17 THE CHAIRMAN: Because of the large 

18 corporations? 

19 HON. MR. ROBLIN: That is right. 

20 THE CHAIRMAN: Entering the field? 

21 HON. MR. ROBLIN: That is right. 

22 THE CHAIRMAN: For the reasons you 

23 mentioned? 

24 HON. MR. ROBLIN: That is right. 

25 THE CHAIRMAN: | don't know whether you 
26| have any views as to the possible values of something 
27 similar to the Securities Exchange Commission in 

28 Washington, that is, a national securities commission 
29| for Canada that has been mentioned to us at various 


30. places already. 1! wondered whether you had any views 
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1 one way or the other on that sort of thing. 
2 HON. MR. ROBLIN: | just have what one 
3 might call a general reader's opinion on this problem. 
4 It does not appear to be a problem with us in Manitoba. 
5 | think | appreciate from reading the papers that it 
6 sometimes is in other parts of the country. We do not 
7 feel that we have any sort of problems in this 
8 connection that have identified themselves so far. 
9 However, | must admit that probably our securities 
10 operation here is a very small one, and we may not 
11 have the experience or the background possibly to 
12 add very much to discussion of the problem . 
13 COMMISSIONER GIBSON: Premier Roblin, 
14 | would like to ask you a few questions about the 
iD financial. requirements and the needs of financing 
16 for the province. Many of these | touched ona little 
17 in the brief but what | would really like to ask you 
18 is, for an elaboration of some of these. On page 5 
19 you mention that the capital requirements of the 
20 province and its agencies have been running in the 
21 last few years at something approaching $100 million 
#4 a year and you suggest that this kind of a figure may 
23 actually become a little lower than that this year. 
24 | take it this includes all the provincially owned 
25 utilities, the Power Corporation and the Telephone 
26 Company? 
27 HON. MR. ROBLIN: | should just make 
28 one observation about the figure | have mentioned in 
29 the brief. That is based on our recent experience. 
30 | However, we are hoping to initiate the development 
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of the Nelson River for hydro-electric purposes and 
if we do that it will probably double our requirements. 
That is not yet firm fact so one can only say it is 
probable but disregarding that the $100 million figure 
is Our requirement. 

COMMISSIONER GIBSON: Well now, looking 
at the last few years; ow you have you generally 
financed this as between current revenue, internal 
sources and public issues? 

HON. MR. ROBLIN:. Talking, for example, 
about utilities which do have internal reserves -- | 
cannot give you the figures although we have them 
available but | think a pretty substantial percentage 
of our requirements have been met internally through 


the generation of reserves and depreciation funds 


and that kind of thing. But | am sure we can give the 
Commission the details of that if they would like to 
have it. 
Disregarding that, we have run into a 

period of anxiety about the availability of these funds 

years ago, however, and we thought that tight 
situation might be a hindrance to us. However, | might 
say that in the last year -- | again say to my surprise -- 
the supply of capital within Canada for our purposes 
has been excellent and we have had no trouble what- 
soever in raising the funds that we ésou within our 
borders. We do not like the interest rate, | do not 
think any borrower ever does. We think it is too high 
and we would like to see it come down a quarter of 


a point or three-quarters of a point but | must say in 
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Terente, Ontaric 
recent years the supply of money, and indeed the 
interest rates, have been better than we had expected 
so | must say we have no current problem in that 
respect. At one time there, two or three years ago 
the situation was not quite so rosy and at that time -- 
there only was one to one and a quarter to one and 
a half per cent interest differential in the rate as 
between the American and the Canadian market and 
at that time we borrowed approximately $25 million 
in the American market at a substantial interest saving, 
so substantial that we could face pretty drastic 
variation in the exchange without losing any money. 
COMMISSIONER GIBSON: What sort of 
measure did you take when you made that? 
HON. MR. ROBLIN: We assumed an 8 to 
10 per cent swing in the exchange as being something 
that could betandled by us. But we have another line 
of defence that we fall back on because we recognize 
that in those foreign dealings you have an exchange 
risk to take care of so we have considerable funds 
which we invest, sinking funds, which we had to 
provide not only for this issue but others andwe have 
now, or at that time and have now a considerable 
number of Canada-United States pay securities which 
we can use for the sinking fund purposes and this 
is not a complete hedge against exchange swing but 
it is, however, a measure of protection by investing 
some of our sinking fund into Canada or United States 
pay securities and we have done that and we feel that 


in spite of the exchange swing we have quite a fair 
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Trento, Ontaria 
hedge against that eventuality. 

Today, however, the interest gap has 
closed considerably, | guess it is about three-quarters 
of a point and we do not feel as a matter of policy 
that that represents a sufficient inducement for us 
to go to the United States at the present time. 

COMMISSIONER GIBSON: But you thought 
of the exchange rate as to whether or not you went to 
the United States? 

HON. MR. ROBLIN: Yes 

COMMISSIONER GIBSON: It is a good deal 
lower but the spread is narrower too. 


HON ® eMR soR OB | Nive Yiegy, iit tise PHowever, 


you must remember that we have received a pretty 
forceful reason from the monetary authorities to stay 

in Canada and we felt unless there were over-riding 
reasons of very considerable force we ought to pay some 
attention to that. 

COMMISSIONER GIBSON: You say you have 
generally found it satisfactory in the last year? 

HON. MR. ROBLIN: Yes, we reserve our 
freedom to act in this manner because we have no contrdl 
over fiscal policy and we feel we have to consider our 
own interests in the matter but while reserving that 
freedom we try, unless there are very good reasons why 
we should not, at ithe present time 7 stay with the 
Canadian market and so far we have found it satisfactor 

COMMISSIONER GIBSON: One other form 
of financing is the savings bond. Could you say a 


word or two about the considerations that you had in 
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Terente, Ontario 
issuing savings bonds? Do you have any limits in 
mind as to their issue? 

HON. MR. ROBLIN: We went to the savings 
Lond idea for more reasons than one and some of our 
reasons had nothing to do with monetary policy or 
Fiscalpolicy at all but were really for psychological 

were 

reasons and that is, we thought that ity /eloe tolesaaeie 
untapped reserves of capital in the Province of Manitob 
which could be attracted into investment in the utilitie 
of this province. It seemed to us that it would be a 
good thing to have our people put their money where 
their heart is, so to speak, and make it possible for 
them to invest their savings directly in the Province 

of Manitoba. 

Whether that is a good-idea or not is open 
toquestion but it seemed to us to be a good idea and 
was worth giving a thought to. We thought it 
dramatized to our own people their responsibility in the 
welfare of the province. If we were asking other 
people to put money in the least we could do was to 
see that our own people did the same. That was one 
of the main reasons which suggested to us that we 
should adopt this savings bond idea to permit our own 
people to invest in Manitoba which would be a 
demonstration of their faith in the province and through 
the use of their savings would come ‘ba development of 
that social character which we were talking about 
yesterday. 

We went ahead -- and we did not lose 


sight of this fact, either. It turned out that under the 
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circumstances it was economical for us to do this as 
well because we had issued these bonds, the first 
issue was ata 5 per cent rate and a slight balloon 
at the end. It is a 10-year term and cash demand after 
six months and limited to $25,000 per Manitoban. 
It is limited to Manitoba citizens and Manitoba 
corporations. We have $41! million in the first issue 
of last year and we find that the redemption rate is 
quite satisfactory. | think we have redeemed about 
$2 million, $2-1/2 million, somewhere in there, a 
reasonable turnover rate, not unmanage“ble and not 
unexpected and the second issue that has just been 
closed was for 4-3/4 per cent and we sold about $2! 
million of those and as far as we can tell they are 
well placed and they are in the hands of people who 
are going to basically keep them and it has been a: 
very satisfactory development. 

Now, you asked me how much of our 
indebtedness should be in this form because it is a 
cash security and | think we have to make sure that 


we do not get too much money in this form and that 


we do have adequate liquid reserves available to meet 
any run on the bank. We believe that we have those 
reserves available and | would think that the top 


limited for Manitoba under present circumstances and 
in relation to our other debts would probably be in the 
order of $100 million. | do not think | would care to 
go much higher than that in this form of public issue. 
COMMISSIONER GIBSON: When you say, 


sir, that you thought this was a useful way of mobilizin 
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Terente, Ontario 
1 the savings of the residents of the province | take it 
2 that you put the demand feature into these bonds 
5 because of the competition with Canada Savings Bonds? 
4 HON. MR. ROBLIN: Yes, that certainly 
5 was one reason why it was there and | must say that 
6 | also recognized too, as mentioned in the brief, 
7 namely, the relatively conservative investment habits 
8 of our people and it seems to me to make a success 
9 of this | think it should be on all fours with the 
10 Canada Savings Bonds. 
11 You may ask us about how much turnover 
12 do we get from Canadas into the Manitobas. We did 
13 get some turnover but not out of proportion on the 
14 fins) bss Ue. 
15 COMMISSIONER GIBSON: Do you find 
16 any effect on the local market for your fixed -term 
| bonds ? 
18 HON. MR. ROBLIN: We have had no adverse 
19 effect on any other securities whatever. 
20 COMMISSIONER GIBSON: If you regard 
21 these as demand obligations which they are legally 
22 you are paying quite a lot of money for short-term 
23 money if you want to look at it that way? 
24 HON. MR. ROBLIN: You do if you get too 
25 rapid a turnover. We made an enquiry about that from 
26 the Province of British Columbia who baw had one of 
27 these issues before and while we got nothing very 
28 solid from them we did get the feeling that they had 
29 no great problem about turnover. Our experience has 


| been pretty good. 
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Terente, Ontaric 

COMMISSIONER BROWN: You mentioned 
the figure of $100 million. On what sort of basis 
did you arrive at that guesstimate or estimate? 

HON. MR. ROBLIN: Well, we regarded 
if in comparison with the general volume of our long- 
term cebt. We are really running three kinds of 
indebtedness of this sort. Me have our Treasury bills 
which are all 90 days. We sell Treasury bills such 
as the Canada Treasury bills on the market on a certain 


basis every week and we expect to float about $13 


million. 

Then, we have a certain amount in what 
is our theoretical demand money but much of it | think 
will be from 10-year money in savings bonds and then 


we have our 20 or our 25-year long-term investments 
and we just have nothing but a rule-of-thumb in 
planning this investing and it seems to us under the 
circumstances that the balance | did mention would be 
about right in respect of this matter. 

Another consideration, of course, is the 
amount of liquid reserves we have to back up the 
savings bonds and as our arrangement stands | do not 


think the required reserve would justify us in extending 


beyond the $100 million limit. I would say with 
respect to bank line credit we have about a four to 
one ratio there and | think that is what we ought to 


stick with. 
COMMISSIONER BROWN: Are you going 
ahead with these Treasury bills that are earning up to 


$13 million in the province? 
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Terente, Ontario 
HON. MR. ROBLIN: Well, we would 
hope to keep on renewing them every week. So far 


we have been able to do that and some day we are 


hoping to double them. If we work ona $i million 
basis every week which averages out to $13 million, 
we have got a chance then for a year. Saskatchewan 


and ourselves took the plunge to see if it is a good 
gamble and at, as a matter of fact, a substantial 


interest saving and it may be that after the first $13 


million is properly absorbed without difficulty we migh 
increase that by doubling it. That is as far as we have 
thought of going at the present time, to $13 million. 


That is our float for the present time. 

COMMISSIONER MacKEEN: Mr. Premier, 
you touched on one source of credit yesterday. | 
refer to the Community Development Corporations 
which perhaps you would care to enlarge ona little 
bit as to their function and how they operate? 

HON. MR. ROBLIN: These corporations 
are sponsored or stimulated by the Department of 
Industry and Commerce in our government here. What 
they do, is very simple. They simply make a suggestion 
to a particular community -- for example, | will take 
one which has been extremely successful, Carberry, 

a little town of 500 people, and they say: "This town 
is not going anywhere. If you want th ds to grow-and 
not have all your young people growing up and goinz to 
Ninnipeg or Toronto, you had better do somethng about 
it. What we suggest you do is you show that the 


people of this community are interested in development 
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1 by putting up your money, form a community develop- 
2 ment corporation in this town and raise $55,000 or 
3 %60,000 or whatever amount you can and then start 
4 looking around for something to do with it when you 
a get it raised." 
6 We found that the people responded 
7 magnificently. These corporations are set up and the 
8 local leaders took over and they started looking for 
9 some industry to bring into their town. Naturally 
10 they go to the Department of Industry and Commerce 
11 which has the know-how and actually they are 
12 specialists, they are supposed to have it, and after 
13 forming a development corporation they find some 
14 prospect, either some established business which 
15 | would be interested in moving to that community 
16 or some local person who has an idea and they back 
17 him and he gets going. If they need any more money 
18 than they have got they can go to the Development Fun 
19 and get more money. They might spend their money 
20 in buying up buildings, in supplying machinery or 
21 any kind of activity that might be needed or indeed 
22 for some new industry of this sort and in that way can 
23 secure what is so important and that is the interest 
24 and concern of the people in the community. These 
25 average people who have an idea come from below, 
26 so to speak, rather than being imposed by somebody 
27 from above but when you get these corporations made 
28 up sometimes the government can co-operate with and 
29 discuss with prospective industry and co-operate that 


__30] way with them and this has been quite a valuable 
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process and it is growing in the province. 

COMMISSIONER MacKEEN: Would it run 
along parallel lines with the Agricultural Credit 
Corporation in the community if they were financing 
farm machinery or the like? 

HON. MR. ROBLIN: Well, not really. 
| think the Agricultural Credit deals with individual 
farmers and as. such is a sort of separate concern and 
there is really no tie-in between the Community 
Development Corporation and the Agricultural Credit. 
The tie-in is with the Manitoba Development Fund. 
But we get, for example, at Carberry, they took over 
the old airport that was left over from war days and 
nothing had been done with it for 20 years and they 
took it over and they introduced somebody into one 
of the buildings who makes wallboard out of straw. 
They are in one of these big hangars that the Communit 
Development Corporation purchased in the community. 
It is a little business employing a few people. 

There is another activity of the same type 
that makes use of local materials. | cannot recall 
at the moment. Where they hit the jackpot, however, 
was in the growing of potatoes. They found that that 
was a good potato. growing area with good supplies 
of water and they. were able to induce in co-operation 
with the government activity a very large processor 
of potatoes to come in. He has set up a plant that is 
going to employ hundreds of people on the farms to 
grow potatoes. | hope by next year when the people 


wish to purchase powdered potatoes in Toronto or 
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1 Vancouver that they will come from Carberry and it 

2 will have national distribution. When that happens 

3 the potato company has made arrangements with a 

4 very large vegetable canning company to also come in 
5 on this proposition so that from this little tiny 

6 community development corporation that put up 

7 $50,000 or $60,000, along with the efforts of the 

8 Government Development Fund we have got quite a 

9 little corporation processing potatoes and growing up 
10 with the town of Carberry. | must admit that is the 

11 most successful of these operations but it indicates the 
12 sort of thing that can be done and incidentally the 

13 Carberry people recently declared a 6 per cent dividen 
14 so that today this particular community has received 
15 an enormous stimulus. There are several other towns 
16 which have made fair progress as well along that same 
17 general line, and we think it is a very fruitful way 

18 of mobilizing the initiative of the people themselves. 
a COMMISSIONER MacKEEN: Has the 

20 Development Corporation any power of veto on the 

21 ideas they have if they appear to be unworkable and 
- 22 unfeasible ? 

23 HON. MR.ROBLIN: The Department of 

24 Industrial and Commerce does really provide practically 
25 all of the know-how and experience , and the practicality 
26 and business-like -- possibilities of these various 

27 projects and they, | think, point out any ideas that 

28 are a little bit hare-brained, and try to steer these 

29 corporations into productive lines. But , of course, 


30 the Manitoba Devdopment Fund looks at the proposition 
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strictly from a dollars and cents point of view, 
and no matter what the other considerations are, 
they say, if it is not going to be practical, "We canno 


put our money into it and we don't think you should 


efrhrerl® 


So, up to the present we haven't had any 
difficulty in that regard. 

COMMISSIONER MacKEEN: What would 
the amount be being raised in that way province-wise? 
HON. MR. ROBLIN: I haven't the figures 


here. There are some 26 of these corporations going 


and some of them have raised money because they had 


a reason for doing so. Others are still looking around 
to find out what the possibilities are and then, when 
they see one, they will start raising their money. 

The best guess | can give would be several hundred 
thousand dollars. That is the best guess | can give 
you; | haven't got the actual figures. 


COMMISSIONER GIBSON: Premier Roblin, 
| would like to ask you another short group of 
questions about the matter of the provincial financing 
decisions and how they are affected by credit condition 
and monetary policy. Would you care to comment on 
this subject perhaps under certain heads, like: Is your 
current budget affected much; the capital plant or 
provincial utilities? 

HON. MR. ROBLIN: With respect to 
national monetary policy? 

COMMISSIONER GIBSON: Yes. Let us 


talk first about tight money when interest rates get 


relatively high : 
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1 HON. MR. ROBLIN: Well, up to the 
2 present time our current financial, policy is decided 
3 in a very simple way indeed, and that is, we estimate 
4 the amount of revenue we are going to get from the 
5 tax structure we have and that is the way we decide 
6 how much we are going to spend. One can only do 
7 that if the current revenue structure has been sufficien ly 
8 buoyant to provide enough funds for those essential 
9 matters of government responsibility which we have 
10 to think about. Fortunately, since | have had 
11 responsibility for doing so the revenues of the province 
12 have been rising quite rapidly on the same tax base, 
13 and we have been able to make a very considerable 
14 increase in public expenditures, particularly in 
15 education which is our main responsibility, without 
16 the necessity of getting more money from the tax-payin 
17 owibd iief. 
18 COMMISSIONER. GIBSON: Yous mean without 
19 the need of raising rates ? 
20 HON MiR4eROBLI New ¥ escn a dheuberais hag 
21 taxes. Thereis one instance in which we have had 
22 a raise in taxes, and that is in connection with the 
23 hospital plan where it was found the rate of premium 
24 we were charging was too high. It could not be 
25 consciously recommended as a premium for everybody 
26 to pay -- $72 a year -- and we have reduced that 
27 | to $48 a year and picked the extra we need by a 
28 surtax on provincial incomes and provincial 
29 | corporations. This was made possible, of course, by 
40 the recent tax collection agreements. That is why the 
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premium got up so high because we could not get at 
the income taxes and corporation taxes. When we 
Rad the opportunity, we shifted part of that onto 
the corporation taxes in order to get the hospital 
premium within bounds. 

There is one other area in which there 
has been a tax increase, and that is in connection with 
gasoline. When we came in we made a study of the 
road needs of the province and got a staggering report 
from the experts as to the amount of money required 
to bring it up to date, and in order to finance that 
we made a 3 cent increase on gasoline tax and an 
increaseon the diesel tax as well. 

Apart from those changes, we have been 
operating on the same tax.struotuse for same little 
while, and it has been sufficiently buoyant to take 
care of the needs of the province. There are always 
ways and means of spending more money. | have been 
listening to my colleagues in the Legislature giving 
me a thousand good ideas on how to spend more money, 
and many suggestions are worthwhile but you have to 
weigh it up against the competing claims of the tax- 
payer. 

COMMISSIONER GIBSON: When interest 
rates are high business is usually good. 

HON. MR. ROBLIN: Yes. 

COMMISSIONER GIBSON: Therefore, your 
revenues are probably good, and | presume you have 
had more tendency to run a current surplus on those 


occasions than on other occasions? 
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HON. MR. ROBLIN: Well, we have always 
in the way we keep our books, and each province has 
a different way -- on our method of keeping our 
accounts we run surplus on current account , but we 
do borrow, -particularly for roads. 

COMMISSLONER GIBSON: Yes. 

HON. MR. ROBLIN: We do borrow for 
roads and, of course, the hydro and telephones, and 
the capital monies to support the two credit institution 
we have talking about. We rationalize it in this 
way: We say with respect to telephones and hydro 
and our water supply board, which is another public 
utility we operate, that these all pay their way. The 
consumer pays for the gas and electricity and water 
and telephone service, and while we are responsible 
for raising the money either directly or indirectly 
they are self-supporting and their debts comprise 
the biggest portion of our debt responsibility. With 
respect to roads, which is our major borrowing area, 
we take the view that the amount of extra revenue 
that good roads generate, with the gasoline tax and 
diesel fuel tax, while not making them as self-supporti 
in the orthodox sense, nevertheless gives them quite 
a flavour of being self-supporting. In fact, in some 
of the American states they operate in that way by 
setting up highway commissions which borrow money 
and have the tax money coming in to them, and they 
really do operate on a self-supporting basis like a 
utility, and it is possible to conceive of us doing 


the same thing. We don't think it is necessary, but we 
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do think there is quite an element of self-support 
in capital investment inhighways on account of the 
revenue they generate. 

That is roughly our philosophy on borrowing. 

COMMISSIONER GIBSON: Would you tend 
to cut back the road programme when interest rates 
are unusually high ? 

HON. MR.ROBLIN: It would depend on 
the circumstances. Up to the present | would say no, 
the reason being that our road system was so particularl 
out of date we needed to catch up, and we have been 
investing more in our roads annually than we would do. 
Our hope would be in the next year or so we would 
be past that stage and might proceed to a more normal 
stage of road development. 

COMMISSIONER GIBSON: Then, would you 
be more sensitive to interest rate changes? 

HON?OMR: ROBLIN: Yes, much more. 

COMMISSIONER GIBSON: How about the 
provincial utilities? You suggest there isn't too 
much variation in those expenditures related to 
interest rates? 

HON. MR. ROBLIN: No, | don't really 
think so at all. In hydro electric business, interest 
is enormously important, but even so you have got to 
make the investment because what of Pity is going to 
let the lights be turned off? 

COMMISSIONER GIBSON: But there is a 
certain latitude -- if you postpone the work for six 


months ...? 
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Terente, Ontaric 
1 HON. MR. ROBLIN: Yes, that is true; 
2 you can postpone it within short limits. The trouble 
3 is you never know what is going to happen to the 
4 market, and we have followed the policy that we try 
5 to keep sufficiently ahead of our needs where we are 
6 not in a position that we must go to the market regard- 
7 less of interest rates. So far we have been, within 
8 limits, going to the market when our pattern indicated 
9 we should rather than trying to outguess the markets 
10 with respect to interest rates, because we found our- 
11 selves quite unable to outguess it. Fortunately, it 
has been moving in a satisfactory direction recently 
and all our guesses have been good ones, but, it 
could go the other way. 


COMMISSIONER GIBSON: From what you 
said earlier | rather gather that some of the agencies 
such as the Development Fund and the Agricultural 
Lending Organization might find its funds cut when 
money was scarce -- that would be when interest rates 
were high? 

HON. MR.ROBLIN: Not really from that 
point of view. \ The way we feel ourselves under some 
control is our estimate of how much money the market 
is going to supply to Manitoba as a whole. We 
realize we are in the market with all the other 
provinces of Canada and the Dominion Government and 


a good many other people, and the willingness of the 


investing public to invest in Manitoba utilities is 
not unlimited. We take advice from people knowledge- 


able in the market as to how much money they think 
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Terente, Ontaric 
people will be able to invest in Manitoba this year. 
lf it is $100 million, for example, we ration our 


requirements within that total, and things like the 
funds | have mentioned have a lesser priority, it 

must be admitted, than the utilities have. If we have 
to squeeze some place, they are the ones that probabl y 
get the squeeze. | am not certain that our approach 
to this is the best or the only approach; | would be 
glad to have any advice the Commission can give me, 
but we have taken the view we have to tailor our 
total demands on the market to bring it within 
reasonable limits. Otherwise we run the risk of 
over-staying our welcome in any one year. We are 
anxious to see our issues are favourably received and 
have a good reputation. 

COMMLSSION ER, GIBSON: —| take it, your 
estimate of how much you could reasonably go to the 
market for in any siete, year would be affected by 
interest rates and credit conditions; in other words, 
we have had some years when money was harder to 
raise than. otherss4.ius dbhat fare? 

HON... MR. ROBLINs.Yes,. that is o fair 
statement. 

COMMISSICNER BROWN: Has the interest 
rate ever forced you, or have you ever made a decision 
as between capital intensive hydro -ele ctric developme 
and other forms of power development? 

HON. MR. ROBLIN: Yes, in deciding 
what to do about hydro-electric expansion the interest 


rate is very carefully looked at. It shifts us froma 
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Teorente, Ontaria 
hydro development, say, into a thermal-electric 
development -- froma steam plant into a water power 
plant or vice versa. That is, in my small experience 
in the matter , where the rate of interest does become 
important -- when you decide which form of electric 
development energy you are going to invest in. 

THE CHAIRMAN: Have you a thermal power 
station? 

HON. MR.ROBLIN: Yes, we have: We hav 
one at Selkirk and one at Brandon, and they usually 
burn Estevan lignite or bituminous, but they can burn 

take 
gas and they are used as standby plants to/care of 
our peaking requirements. 

THE CHAIRMAN: You have not any that 
are substitutes for water power installations? 

AOS, MR ORS BSN OI OF art Mites Gtrt & 

THE CHAIRMAN: Because of interest rates ? 


HON. “MRR OBE! NY SNOt%a Phe “present 


time. We had to face this decision when we went to 
Grand Rapids which is our latest development -- about 
[30 million: We did there seriously consider the 


pros and cons of steam generation versus hydro 
generation when we took the plunge at Grand Rapids, 
and had interest rates at that time been half a point 
higher we would have been compelled to go to the 
steam plants. But in my mind, fortunately, if didn't 
come to that and we were able to justify the Grand 
Rapids investment instead. 

COMMISSIONER GIBSON: Would you care 


fo say a word about the effects of credit conditions on 
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1 municipalities here. 
2 HON. MR. ROBLIN: | think | have made 
3 some comments on that. | wonder if there is anything 
4 | can usefully add. The municipalities in Manitoba 
5 were having a very hard time borrowing money, 
6 particularly the small ones or the smaller school 
7 districts. However, | have to report that the situation 
& is greatly improved because, | think | said the other 
9 day, there are several reasons for that. Some we had 
10 a part in and some not, but an investment community 
11 came out to visit our area to try.and assess for 
12 themselves the credit standing of these places by 
13 personal inspection and | think that is very useful. 
14 The Municipal Board has devised a system of providing 
15 information when these things are put out to tender, 
16 and the province has entered into these trustee arrange 
17 ments that in effect guarantee the interest and princi pall 
18 on these bonds. At the same time you have had a 
19 general improvement in the money market over the 
20 last year or so, which we had nothing to do with. 
21 All these things put together have meant our municipalities 
22 are not really in difficulty in respect of borrowing at 
23 the present time. The Metropolitan Corporation 
24 yesterday floated some$6 million -- not very much -- 
25 on 20 and !0-year terms at an average interest rate 
26 of 5.2 something, which is not bad, and therefore one 
27 should recognize that fact. Our main point with 
28 respect to municipal financing is ways and means of 
29 getting the money at cheaper rates which we went into 

| quite thoroughly yesterday. 
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1 COMMISSIONER GIBSON: | was thinking 

2 of the variation in the problems of the municipalities 

3 as the result of tight or easier money conditions, 

a rather than the underlying change which you did 

5 describe yesterday. For instance, do you see much 

6 evidence of ratepayer resistance to higher levels of 

(| expenditure when interest rates are high? 

8 HON. MR.ROBLIN: Generally speaking, 

9 | would say no, because on most occasions the rate- 

10 payer is being asked to put up money for more schools 

11 and, God bless him, he seldom fails to respond 

12 regardless of the interest rate. 

13 COMMISSIONER LEMAN: Mr. Premier, 

14 in‘another province that spoke to us there was quite a 

15 point made in the discussion of the possibility of 

16 using public works as a type of pump priming weapon, 

Af and the argument that was made in the province was 

18 the argument about leakage. Should | explain what 

19 they meant by the word"leakage" ? 

20 HON. MR. ROBLIN: Yes. That has no 

21 financial indications to me whatsoever. 

22 COMMISSIONER LEMAN:° Their argument 

23 was that by going into public works, not much of the 

24 financial benefits of the undertaking stayed within 

25 the province, that they had to import too much in the 

26 way of skilled labour or materials and machinery. etc., 

27 and the benefits went out of the province. What would 

28 be your reaction to this general proposition? 

29 HON. MR. ROBLIN: My wiew is that it is 
. 30! not a proper field for provincial activity. | don't think 
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Terente, Ontaric 
1 that the provincial government has got any responsibility 
2 of a major character for the problems of a national 
3 nature such as unemployment and the management of 
4 the general economy. The constitution does not give 
2 us any, and we haven't got any way of directly 
6 influencing that in a sufficiently important manner 
7 to justify our accepting responsibility of that sort, 
8 and | would not recommend it. | do recognize that 
9 the fact we average one-third of all the capital in 
10 the province, through provincial and municipal 
11 expenditures, that that is all , | think we can do. 
12 lf we are supporting one-third of the capital invested 
13 in the province, with all that means in terms of 
14 employment, and, if anything more has to be done, 
15 | particularly of a public works nature, | say that is 
16 the responsbility of the Federal Government. There 
17 may be an area in which we can co-operate with them: 
18 For example, in winter works which | think is an 
19 excellent programme and it has done much good for 
20 us here. We co-operate with the Federal Governmant 
21 by throwing in a few inducements of our own to help 
22 it along, but we only do it as a minor part. They 
23 have to take the major role. | would take the same 
24 view with respect to public works generally speaking. 
25 | do not think you can ask this province, 
26 with its limited resources, the fact that it has no 
27 effect and no real control over the national economy 
28 or whatever the structural problems are, | do not 
29 think it is reasonable to ask us to assume any major 
30 direct responsibility in that field. We have to come 
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Terente, Ontario 
1 along as the junior partner and co-operate with the 
yi policy that the Federal Government might advise. 
3 COMMISSIONER HARROLD: Would you 
4 think this leakage problem was a disincentive to do it. 
5 HON. MR. ROBLIN: | think it would be 
6 immaterial to me, because | am interested in national 
7 employment -- certainly | am interested in provincial 
8 employment but it does not make me feel bad if 
9 people are working in other parts of Canada as well, 
10 and if the national government is instituting a public 
11 works policy in which we get a small share as a minor 
12 partner, | would not really feel any complaints if 
13 it resulted in employment elsewhere beside employment 
14 in Manitoba. | would not take a dim view of that 
ihe) GOMMISSLONER (tGUBS ON: Yotradvocate 
16 a national economic advisory council with the idea 
17 of trying to co-ordinate this policy a little better, 
18 without accepting major responsibility, you say. 
19 HON. MR. ROBLIN: | think the national 
20 economic advisory council idea can provide us with 
ai some of the facts we do not have at the present time. 
22 | feel as far as we are concerned we are limited. The 
23 value of our opinions is limited because our information 
24 is limited, and | visualize a national economic advisory 
25 council concerning itself with accumulation of some 
26 of the facts we need to know, particularly facts. 
27 important to regions. | think it would provide a 
28 background and a better background against which 
29 those decisions of a national character we talked 
30, about yesterday could be made, and the very impact 
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1 on the :sregionalicsituation looked into before we get 

2 too far along the road. 

3 | think it is a little bit difficult to 

4 evaluate the use of this advisory instrument. It will 

5 grow a lot by experience. We will find, if we get it 

6 going, areas in which it can work which perhaps 

7 we had not thought of at the present time. 

8 | would like to see it started fundamentally 

9 as a place where we could have an impartial examin- 

10 ation of the facts, perhaps a body which could indicate 

11 what sets of facts we need and start the ball rolling 

12 to get them together and allow banks to have more 

13 rational view of our economic situation based on more 

14 information. That would be the first thing | see them 

15 doing. 

16 lf they are able to get that nailed down, 

17 | think that other functions would suggest themselves. 

18 COMMISSIONER GIBSON: Does your desire 

19 to have such a body spring to any degree from the 

20 thought that the division of powers and responsibilities 

21 between Federal and Provincial authorities could be iim- 

22 proved. You have said through our discussions that 

23 you feel it would be desirable if the province received 

24 some additional funds to assist in developmental 

25 purposes. | take it also from your comments that you 

26 feel that some of the municipalities are fairly hard 

27 pressed and perhaps are not too readily getting funds 

28 they need. 

29 Would you care to comment on that? Is 
304 there any fundamental change likely or desirable in 
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that ? 

HON. MR. ROBLIN: No, | don't think, 
| would not suggest to the Commission that there are 
fundamental changes required in the constitution. | 
think that as we go along we have to keep adjusting 
it, but | think that the means are open without any 
radical changes, to find the methods of making these 
adjustments by mutual agreement between the provinces 
concerned. | do not think that there are constitutional 
difficulties standing in our way that a little good will 
and common sense cannot overcome. 

One of the problems that | think may soon 
require national attention -- certainly it will require 
attention around here -- is the question of municipal 

With respect 
finance/to their current problems. 

Municipalities right now are pretty well 
restricted to the tax on real estate, if they are lucky 
the business tax, and there is a constant readjustment 
of responsibilities between the provinces and the 
municipalities going on based fundamentally on that 
Frarast . 

Since we came in, for example, we have 
increased that type of thing, direct and indirect 
support to municipalities, by 60 per cent in four years. 
Now, that is a tremendous adjustment. | have to 
admit there has been no reduction in ibe taxation on 
the local level, none at all in most places, nor can 
| say that there is any relief from the pressure of the 
municipalities for greater provincial participation. 


Now, the difficulty we face is that if we 
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1 follow this tendency much farther, we will have the 
2 provincial government doing everything and the 
3 municipalities have got no reason for being, and we 
. will not attract men of calibre and initiative into 
5 that form of government, because they will say, "We 
6 are just a branch office of the government and there is 
7 nothing left for us to do and it is all decided in the 
8 Porirament Buildings.at) Winnipeg’. « So it is not only 
9 the financial problems of the municipalities that 
10 concern me; it is the vitality and vigour of municipal 
11 government. It seems to me that we may very well 
12 have a radical readjustment of municipal responsibilitiels 
13 and municipal resources, because if you give a level 
14 of government the responsibility and not the money 
15 fo finance it, fhen you get info the Kind of -sifuat ion 
16 we are in now, where they are spending the money but 
17 they do not have to raise it. It is never a very 
18 satisfactory situation in the long pull in my opinion. 
19 So, while | have te be carefull aomert 
20 make any policy pronouncements here that | may not 
21 care to make in the Legislature later on, | do think 
22 this is an area in which we have got to take a good 
23 look. | would hazard as a guess that the same general 
24 situation is faced in most provinces. 
25 THE CHAIRMAN: Thank you very much 
26 Mr. Roblin. We are much indebted to you for appearing 
27 once again before us. It has been of very great 
28 | assistance to us. 
29 | HON. MR. ROBLIN: Thank you, sir. | 
30 | am very glad to have you in the province and | wish 
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well in your task. 
THE CHAIRMAN: We will now adjourn 
for |0 minutes. 


=--- Short recess. 
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1 SUBMISSION OF THE CREDIT UNION 
; LEAGUE OF MANITOBA LIMITED 
3 
4 CO-OPERATIVE CREDIT SOCIETY 
OF MANITOBA LIMITED 
5 
ot fercthe opnesivaity: » au oreceluing 
7 
THE WINKLER CREDIT UNION 
8 SOCTETY LIMITED 
9 
10 
it APPEARANCES 
12 
Mr. Jack Seymour - President of the Credit 
13 Union League of Manitoba. 
14 Mric Ev lL. Sdmmérfireld - President of the Co- 
Operative Credit Society 
15 of Manitoba. 
16 Mr. Harold West - Manager of the Commercial 
Telegraphers Credit Union. 
17 
Mr. Douglas Ramsay - Controller of the Public 
18 Press Limited. 
19 Mr. Darwin Chase ~~ \ Director of Co-Operative 
Services of the Governmen 
20 of the Province of Manitobja. 
21 Mr. Jake Froese ~ President of the Winkler 
Credit Union. 
22 
23 
Mr. James Smith - Solicitor for the Credit 
24 Union League of Manitoba. 
25 Mr. Cec. Black - Acting Manager of the 
Credit Union League of 
26 Manitoba. 
27 Mr. R.S. Bowles - General Counsel, Credit 
Union League of Manitoba. 
28 
29 | 
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1 MR. SEYMOUR: Mr. Chairman, gentlemen, 
2 may | first be permitted to make some introductions 
3 and to address a few words of welcome and appreciation 
4 on behalf of the Credit Union League of Manitoba 
5 and the Co-Operative Credit Society of Manitoba, 
6 for the opportunity you are giving us to publicly 
7 submit our joint brief and be present with you this 
8 morning. 
9 You have already been welcomed to the 
10 Province of Manitoba. May |, both on behalf of 
11 the Credit Union League of Manitoba and the 
12 Co-Operative Credit Society of Manitoba, add our 
13 personal welcome, and tell you that we hope your stay 
14 here will be pleasant and your meetings worthwhile 
15 in assisting the important work of your Commission. 
16 | would now like to introduce our 
| representatives. | am Jack Seymour of Brandon, 
18 Manitoba, President of the Credit Union League of 
19 Manitoba. 
20 Mr. E.L. Summerfield is the President 
21 of the Co-Ooderative Credit Society of Manitoba. 
22 The Credit Union League of Manitoba 
23 Limited and the Co-Operative Credit Society of 
24 Manitoba Limited thought it sensible to make a joint 
25 presentation to your Commission. Each appointed two 
26 members to. a committee to consider the contents. of 
27 the brief. | would like to introduce these represent- 
28 atives to you. Mr. Harold West on my left is the 
29 Manager of the Commercial Telegraphers Credit Union. 


30 Mr. Jack Froese on my right is the President of the 
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Winkler Credit Union. 


Those two were the appointees 
of the Credit Union League of Manitoba to consider 
Our presentation. 

Mr. Douglas Ramsay, President of the 
Public Press Credit Union, is on my left. Mr. Ramsy, 
and Mr. Summerfield who has already been introduced, 
are the two appointees of the Co-Operative Credit 
Society of Manitoba. 

Assisting our committee in the preparation 
of the brief was Mr. Bowles who is the Director of 
Co-Orzerative Services of the Government of the 
Province of Manitoba. 

In obtaining and analyzing certain 
statistical informd@tion, “Mr? Pierre 'PRdissais, the 
Chief Supervisor of Credit Unions of the province. 

Mr. Froissais is not present this morning. He has been 
detained, he is out in the country. 

Our solicitor, Mr. James Smith is on 
my left at the end of the table; and the Acting 
Manager of the Credit Union League of Manitoba, 

Mr. Cecil Black, iisi:on my right at the end of the table 

Also assisting and playing an important 
part in the preparation and assembly of the brief 
was our general counsel, Mr. R.S. Bowles on my right. 

| have asked Mr. E.L. Summerfield, the 
President of the Co-Operative Credit Society of 
Manitoba, to present to the Commission our joint brief, 
and | now call on Mr. Summerfield. 

MR. SUMMERFIELD: Good morning gentleme 
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you have been listening to, it will take you a few 
minutes to get down to this level again, but | hope 
it is a little relaxing for you. 


This is the summary of our brief to the 
Royal Commission on Banking and Finance under date 
April 9th! fhoed ith5s4962e 

"The Credit Union League of Manitoba 
Limited and Co-Operative Credit Society 
of Manitoba Limited submit tthe attached 
for your consideration. 

We have outlined our objects and 
PUT pos eS hedr “Horpdérd fe JYorgarrzdariron;, our 
relationship with others, and our inter- 
relationship with each other. 

Our purposes are to furnish each other 
credit at cost. We have outlined in our 
submission the methods, practices and 
policies we employ to achieve this result. 


Credit Unions were born not only to 


encourage thrift and savings, but to fill the 
credit needs of small borrowers. These needs 
were not being adequately satisfied. The 


result of the inadequacy was that «CX orbitant 
interest rates, fees and charges were exacted 
for the use of credit by those who took advantag 
of the lack of services and credit facilities, 

or that the small borrower could not get a 

loan at all. Credit Unions hoped by the 

use of the small savings of many to furnish 


loans to members at a reasonable cost. In 
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1 this they have been successful, and while Credit 
2 Unions do not in one sense regard themselves as 
3 being in competition with banks and finance 
4 companies, whose policies do not determine nor 
5 unduly unfluence Credit Union policy, yet in 
6 another sense Credit Unions may be competitive 
7 in that they offer an alternative place to save an 
8 a source of borrowing 
9 We draw your attention to the proud record 
10 we have in Manitoba that no Credit Union member 
11 has lost money in his investment in a Credit Union, 
12 a record of which we are very conscious and very 
13 anxious to preserve. 
14 We feel that the present Government audit 
15 and regulations are adequate for the protection 
16 of ourselves and our members. We do not deal 
17 with the public generally. Our operations are 
18 confined to our membership. 
19 Ne recognize that safeguards that appear 
20 to us today as adequate and satisfactory may 
21 appear tomorrow as imperfect and outmoded. 
22 Accordingly, while our safety precautions have 
23 proven in the past as sufficient, yet we are 
24 continually seeking ways to improve our operation 
25 and the assurance that our members havethat'their 
26 savings are secure. Our funds are used primarily 
27 for loans to our members and our losses are 
28 remarkably low. Our brief discusses the reasons 
29) for this as it also discusses factors influencing 
xo the growth in numbers of Credit Unions and in the 
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Torente, Ontaric 
amounts of their assets. 
The percentage of cash and liquid reserves 
are not governed by law in Manitoba. The averagle 
cash and liquid reserve ratio is 15 per cent but 
the desirable reserve ratios vary as between 


Credit Unions. A larger cash and liquid reserve 


ratio is required where a Credit Union serves 
a business community or operates a "chequing" 


service.” Co-Operative Credir society” of 


Manitoba Limited acts as a central place for 
Credit Unions and Co-Operatives to deposit 
funds, which they do not need immediately and 
from which to borrow funds if members'needs 
exceed the cash available. Co-Operative 


Credit Society of Manitoba operates on the sis 


of keeping within the cash and liquid reserve 
ratios as established under the Federal Co-Operative 
Credit Soctettes Act. 

Our Brief notes the relationship between 


Credit Unions, the Co-Operative Credit Society 


of Manitoba, and the banks, and notes that while 
Credit Unions can operate without banking 
facilities, if we speak of a very limited service, 
yet by the use of banking facilities, Credit 

Unions are enabled to give a much broaden service 
to their members. Our Brief discusses loan policiés, 
rates of interest charged, and notes that the inter¢st 
rate on loans is not set by reference to competitiojn 
but to the fundamental Credit Union principle tha 
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Torento, Ontaric 
1 the form of a rebate of interest with the objects 
2 of giving credit at cost and paying a reasonable 
3 return to saving members. 
4 Members are not encouraged to borrow just 
5 because the Credit Union has available funds. 
6 Our purpose is not primarily to make full use 
7 of all our funds at all times in order to make a 
8 maximum return on our capital, but is to service 
9 as fully and economically as possible our 
10 members' loan needs for provident or 
11 productive purposes. Toachieve this object 
12 Credit Unions may at times have substantial cash 
13 and liquid nmeserves on hand and at ottheritimes 
14 may have to borrow from the Co-Ooverative Credit 
15 Society of Manitoba or its bankers, money to 
16 reloan to members. Credit Unions endeavour to 
17 keep such borrowings on a short term basis. 
18 While at the moment a system of deposit 
19 insurance does not seem to be needed, yet we do 
20 not reject the idea as impractical. Circumstances 
21 may develop which would make it desirable in the 
22 over-all interest of our members and our communit 
23 generally. If deposit insurance was to be 
24 required or made available, we would want contin ed 
25 freedom tosatisfy all legitimate loan demands of 
26 our members and not be fettered by unreasonable 
27 loan restrictions. We know from experience 
28 that moderate loans to our members with or without 
29 security which other financial institutions might 
30 | reject, are perfectly justified and will be repaid 
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1 as these members are credit-worthy. 
2 Our brief notes to what extent we consider 
3 ourselves as competitive to banks and other 
4 financial institutions, and notes that our 
5 relationship with banks at the loca | level is 
6 pleasant and satisfactory. 
7 Credit Unions and the Co-Operative Credit 
8 Society of Manitoba do not regard monetary 
9 policy as affecting them to the same degree 
10 as it affects banks or some other financial 
11 institutions. Nor do they believe they affect 
12 monetary policy greatly. They are limited in 
13 their dealings to the needs of their members and 
14 to the loaning to members of available funds. 
15 They are, however, indirectly affected by 
16 monetary policy as it affects their membership 
17 generally. 
18 Opn brief notes. phate 90! peu cen ont he, ine om 
19 from Credit Unions is interest on loans and baie 
20 10 per cent from investments. It gives an analysi 
21 of income and expenditures. 
22 The League emphasizes the education efforts 
23 made by itself and Credit Unions to encourage 
24 savings and thrift. Credit Unions welcome the 
25 smallest savings. Members sometimes save as 
26 littheGas:.25, cent $107 4 time. 
27 The needs of our members have meant that 
28 moshuof our fwmds are loaned out ona moderately 
29 7 ae tet basis and we do not have a large 
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Terento, Ontaric 
1 Housing Act mortgages nor would it be good 
2 business for Credit Unions to tie up so much 
3 money for so long a time. Credit Unions should 
4 be in a position of being able to fill the loan 
5 needs of their members for smaller sums and for 
6 shorter periods. However, if there was a 
7 secondary mortgage market in which National 
8 Housing Act loans could be sold readily for cash, 
9 Credit Unions would be interested in making and 
10 servicing such loans as many of their members 
11 are in need of them and would qualify. 
12 Credit Unions consider their proper field 
13 of activity to be to serve their members by 
14 encouraging them to save regularly even small 
15 amounts and to loan such savings to their members 
16 for productive or provident purposes. Within 
17 its objects and purposes the Credit Union should 
18 particularly try to fill the needs of its members 
19 for credit. 
20 Recommendations: WNe are of the opinion 
21 that Credit Unions, being local organizations 
22 operated under Co-Overative principles, should 
23 continue to operate under provincial law and 
24 regulation, as differentiated from Federal law 
25 and regulation. We recommend that no change 
26 be made in the jurisdiction under which Credit 
27 Unions operate 
28 We recognize that Credit Unions are of 
29 comparatively recent development, and that they 


| are relative newcomers when compared to the bank 
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Terente, Ontaric 
and some other financial institutions. They 
were born out of need, and the failure of the 
then existing institutions to satisfy the require- 
ments of those who became Credit Union members. 
We also recognize that since 1937, much progress 
has been made by Credit Unions in servicing 
members, and that methods have been improved 
consistently. Recognizing the great advances 
made since 1937, we expect the future holds 
a like progressive growth and improvement in 
Credit Union practice. We hold ourselves open 
to suggestions for improving the methods of our 
operation and our services, and our relations 
with other members of the public and the business 
community generally." 
THE CHAIRMAN: Thank you. 
Ne will now be open for questions. Some of 

the members of the Commission would like to ask 

questions. 

COMMISSIONER LEMAN: Should we address our 
questions to you, Mr. Seymour, or Mr. Summerfield 
or indiscriminately of the whole group? 

MR. SEYMOUR: If you address the questions to 
me | will probably direct them to the persons who can 
answer them in the best manner. 

COMMISSIONER LEMAN: Well, Mr Seymour, 
you may find that our questioning today may not cover 
absolutely the whole field of the brief. The answer, 
so far as | am concerned at least lies in the fact that 


we have heard other provincial Credit Union Leagues 


| hy 


ak 


yedT . enoitutiteni Ipignngit 14 sito am 


edt to eiutiot ent bao ,baon to tuo mod o1 >w 


F1bUps 4 alt yteitoe ot anoitutiteni gal teqx ee nedt 


diem noinU tiberD empoed odw aeons *9 zinem 
porg doum , VEC aonie todd esinpoost ozlp aW 
pnioiviee mi enoinl tiberD yd sbhom need zod 
evoigmi need aevod ebordtem tot bao ,21sdmem 
zegonovbe joer adi onisingoood .xltneteianos 
ablon sivtut edt toeqxe ow Yee gone ab pm 
ni tnemevoigmi bno diwo1g evizestgorg stil 
ago zosviseme blod sW .ssitoprg noinU tibeid 
vo to abodtem oft pnivorgmi 107 2noiteseQue of 
snoitple1 10 bap ,2z9diviez wo ban noitpisge 
nizud sdt bap sae andt-io z19dmem isento dtiw 
“ ylloreneeg Xtinummos 

voy aAaodT VAM AIAHS JET 


jo amo2 .z2noitesup 107 neqe sd won Itiw s\ 


Hep of etil biuow noizeimmoD ont to zredmsem ort 


.anoitesup 


jo 2zeibbo sw bluode :;WAMAI HAWUO122IMMOD 


bleitrammue .1M 1.0 ,vemyse .1M , vey Ot amoitzsup 


Squoig slodw ant to yletpnimirseibni 10 


oi 2zncitazsup edt 2zzaibb0 voy 71 sAUOMYAe .AM 


aps odw enaetag edi of modt tosxib yldpdorg Iliw | sm 


~1annpm teed sdt ai moandt i19wenD 


vivuomys.c IM ,llew : MAMI AIM 12 2IMMO 


1evoo ton yom yobot gnimoitesup vo tpdlt bait xom uoX 
7 ; i 


yewenr oft .teind: 


todi topt edt Ni 28 
; i a ee 


tul oedn 


apt oe 


‘od ow 
a7 


Nethercut & Young - 965 - 


Toronto, Ontario 

and have learned quite a bit about their operations and 
where yours are quite similar to theirs probably we 
won't wish to ask any more questions where the 
similarities are exact and also | find that your brief 
answers quite a lot of questions | had in mind béfore | 
read it. But there is one area on which | would like a 
little more comment from your group and that is the 
concept of the common bond of association and more 
specifically | read in the summary of your brief that 
you claim you do not deal with the public generally 
and that your operations are confined to your member- 
ship. 

Well now, as | understand it the group of the 
Credit Unions now has about 93,000 members, is that 
right ? 

MR. SEYMOUR: In the province | think that 
is right. 

COMMISSIONER LEMAN: For the record this 
represents what proportion of thepopulation of Manitoba 
or, say, the adult population? 

MR. SEYMOUR: Mr. Chase, can you answer that 
question? 

MR. CHASE! : We have about 900,000, something 
over 900,000 in population and if 50 per cent of them 
are adult, say 400,000, the ratio would be about 90,000 
to 400,000. Mr. Froese brought to my attention that 
included in the 90,000 there would be a number of 
minors. | don't know if there is any way of estimating 
what they would be. 


COMMISSIONER LEMAN: Are the minors quite a 
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Terente, Ontarie 
large element? 

MR. CHASE: In some Credit Unions they are. 

COMMISSIONER BROWN: Is it possible for 
husband and wife to be a member ? 

MR. CHASE: Quite common for husband and wife 
to be members. 

COMMISSIONER LEMAN: Considering your 
growth in the last few years and looking to the future 
you do express the confidence that the movement will 
continue to row considerably in future years. | suppose 
this would be: both in terms of numbers of members as 
well as your average investment in Credit Unions, 
wouldn't it? 

MR. SEYMOUR: | would say yes, that would be 
righ Ff. 

COMMISSIONER LEMAN: So that eventually 
you might end up bydealing with a very significant 
proportion of the public, as you call them? 

MR. SEYMOUR: It could be. In Canada 1 think 
one in seven Canadians belongs to a Credit Union so 
that is quite a number of people. It is a significant 
number of people. 

COMMISSIONER LEMAN: Therefore, do you make 
the point that you do not deal with the public with a 
particular purpose in mind? 

MR.SEYMOUR: We do not deal with the public. 
We deal with our members. A person applies to become 
a member in the Credit Union and pays a fee to join 
the Credit Union, submits an application and that 


application goes before the Board of Directors and is 
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1 either approved or turned down and if after that is 

2 done he might then make an application for a loan or 

3 whatever he wishes. He can start a savings account 

4 and that is what we prefer first for them to start saving 

5 money and then he may make an application for a loan 

6 but if he is not a member he cannot get a loan from 

7 Our organization. 

8 COMMISSIONER LEMAN: I do not dispute that 

9 fact at all. | am-asking you if this is a fact, what 

10 is the significance of the fact in your own mind; in 

11 other words, is there a reason why you state that you 

12 do not deal with the public? You seem to make a point 

13 ofe Gt 

14 MR. SEYMOUR: | am going to ask for some 

hes help from Mr. Summerfield. 

16 MR. SUMMERFIELD: There are Jarze industrial 

17 organizations. There are chains of department stores 

18 straight across the country that have hundreds and 

19 hundreds of thousands of employees that do not encourage 

20 credit unions and the people who work for those firms 

21 cannot get into credit unions. There are many industries 

22 firms of this nature. There are other people who by 

23 the community they live in there is no credit union in 

24 that particular community and | speak particularly of 

25 the urban areas and so these people cannot get into 

26 credit unions. | know this because | get calls daily 

27 from people wanting to join credit unions and they cannot 

28 get into credit unions. | think our statement that we 

29 do not deal with the public generally is quite constructiv 
___30] because there always will be millions of people who canno 
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get into credit unions. 

COMMISSIONER LEMAN: Where the credit 
union is organized along the lines, say, of an employ- 
ment or that type of common bond of association, that 
is one type. Where you get into an urban type of 
credit union where purely the residence factor qualifies 
one for membership would you think that would create 
a different type of common bond of association that woul 
be less closely knit? 

MR. SUMMERFIELD: I would say insome 
industrial credit unions the common bond may be less 
closely knit than in rural areas. As a rule ina rural 
area everybody knows everybody else where in your 
industrial credit unions this may not be so. A person 
knows somebody who knows somebody who knows somebody 
but no person knows everybody. | should sy in the 
rural areas there is no reason for any person not to 

union 
belong to a credit/if he so desires. 

COMMISSIONER LEMAN: Continuing on, on 
page 3 1 notice that you make the point that you would 
not want a deposit insurance system’to result in your 
being fettered by unreasonable loan restrictions. Is 
this something that you have explored and have you 
encountered a suggestion aslioan restrictions that were 
unacceptable to you andwhat type of restrictions were 
they ? 

MR. SEYMOUR: | would like to refer this 
question to Mr. Bowles who is our General Counsel. 
Before he speaks | would like to know if youvwere’ satisfie 


with the answers to your last question? 
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1 COMMISSIONER LEMAN: | think so, sir. 
2 MR. SEYMOUR: Thank you. 
3 COMMISSIONER LEMAN: Well, other 
4 Commissioners may come back on the point. 
5 MR. SEYMOUR: Oh sure. 
6 MR. BOWLES: Sir, with respect tothis matter 
7 of deposit insurance we have not investigated it to 
8 the extent that it would be considered proper to make 
9 a recommendation that we would want to say We are 
10 entirely satisfied that our recommendation is correct. 
11 We were asked a question as to what we thought of 
12 deposit insurance and so fairrias we can find out in 
13 Manitoba it is not needed. But we did think this, that 
14 there may be reasons and factors in other parts of Canada 
15 about which we do not know and other credit unions 
16 or other credit union leagues may have a different view 
17 on deposit insurance. So we do not want to put ourselve 
18 on record as being hostile to it when we do not know 
19 too much about it. 
20 As far as we can see now we do not think it 
21 is necessary and if, for reasons of any representations 
22 that were made to you elsewhere you thought that 
23 deposit insurance was something that should be imauguratad, 
24 then we say in that event we would not want to be 
25 fettered by unreasonable loan restrictions because 
26 presumably if we are getting insurance companies,. the 
27| insurance companies might want to put restrictions 
22 | on the loans we might be able to make. But we make 
29| loans that an ordinary financial institution might not 
30. consider would be safe. We know they are safe because 
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1 they have been proved to be safe. These borrowers 
2 are credit worthy. 
2 COMMISSIONER LEMAN: So that the pattern 
4 of loan restrictions that you foresee might happen if 
5 you tried to insure is not a pattern that has been 


6 established yet and you don't know exactly what the 


7 loan restrictions would be and how much it would 

8 handicap your operation? 

9 MR. BOWLES: Correct. 

10 COMMISSIONER LEMAN: Now, changing a little 

11 bit from this field of interest, there is another feature 

12 fhat Wea ditmMe puzzlling't6 aveart is! they faey there 
than 

13 is more than one league, more/one association in this 

14 province. Your brief does give the history of these 

15 things but | am curious to know if there are reasons why 

16 this came about. Can you enlighten us on that a bit? 

17 MR. SEYMOUR: | would just ask Mr. West 

18 to answer that question. 

19 MR. WEST: Mr. Leman, there have been a number 

20 of changes, of course, over the years as far as our 

25 provincial bodies have been concerned and the reason 

22 for several, tobe specific, three, provincial organizations 

23|| which are engaged in the promotional and educational 

24 field of the credit union movement -~- there are very 

25 good logical reasons for those institutions coming into 

26 being. For instance, we have what we dol t the Caisse 

27 | Populaires which, as you are aware, are representative 


28 of those of the French language specifically and although 
29 in the early stages of our development the greater 


30 | proportion, if not all, of the Caisse Populaires were 
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1 affiliated with at that time the Credit Union Federation 
2 of Manitoba which now is the equivalent of our 
3 Credit Union League, due to the language problems 
4 a number of arrangemienhs were made at that time in 
5 order to service these French speaking credit unions 
6 and still keep within the unity of the one organization. 
7 At first certain concessions were made to the 
8 Caisse Populaires by the rebate of a portion of the 
9 dues paid to the union for their use for their own 
10 educational programmes and various other purposes 
11 which would be @monducted in their ownlanguage. Now, 
12 this worked very well for a short while but as you know 
13 in Manitoba we have a great number of various language 
14 groups identified as such and there was, as you can 
15 imagine, some mild criticism from other language groups 
16 that certain concessions were being made to one specific 
17 language group and in order to overcome that the 
18 rebate of dues was rescinded and | believe on that we 
19 engaged a bilingual fieldman to help service those 
20 Caisse Populaires and that worked very satisfactorily 
21 for a while. 
22 Then, the French speaking group eventually 
23 became affiliated with their own educational organiization|, 
24 possibly an offshoot from the province of Quebec and 


25 at that time they withdrew almost in a body from the 


26 League but it was on a very, very friendly basis with 

27| an understanding of why this was necessary and certainly 
28 there was no animosity between the two groups. There 
29 still is not, we are working very closely together. 

30 | Then, during the last twoyears or so there were 
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developed within our group some of these ideologies 
and philosophies as far as the credit union movement 
was concerned as conceived by their founders and as 
only we people are concerned, whether it be in labour 
groups, church groups or anything else these particular 
splinter groups separated from the League and organized 
what is now. knowm.as the Greidit (Union !Rederatiencof 
Manitoba. Possibly lishould say that both organizations 


have the same objects and same purposes and objects 


in mind. I don't believe that the organization of 
these other groups has weakened our movement to any 
great extent. Possibly it has, strengthendd‘it, but there 
is a general opinion that eventually at leastithe 
English speaking credit people will re-unite in the 
not too distant future. That is wishful | thinking 
maybe, and that is why we have several organizations. 

COMMISSIONER LEMAN: Your brief: makesit 
clear you are speaking for your own league and for 
the Co-operative Credit Society, and I don't blame 
you for that -- you cannot speak for the others: 
but, where there was a question of approach insofar 
as it was not just the language barrier that worked 
in there, could you nevertheless describe a little bit 
for us in what sense the approach or the philosophy 
of the movement is different? 

MR. WEST: That is a very difficult question. 
I dontt know whether I can explain it explicitly. It is 
more or less something like, as we say, in the minds of 
people. I think one possible explanation might be that 
the membership comprising the Credit Union League believe 
in one specific philosophy that the savings of the credit 
union members were intended for and should be used enti- 


rely for the use of its members for their own needs, 
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while some groups believe, or some individuals, I should 
say, believe possibly that a portion of that money 
should be used for the development. of commercial 
enterprises. I think that is where we might differ 

on one major point. 

COMMISSIONER LEMAN: Which one of the two 
groups is that? 

MRe WEST: The Credit Union League believe 
the credit union savings total should be used for 
credit union people. That would be tin:.opposition to 
the Credit Union Federation. 

COMMISSIONER LEMAN:. Continuing on from there 
but in the same vein you describe on page four in 10(e) 
among the objects and purposes of the League is to 
maintain a high standard of credit union organization, 
operation and supervision: could you describe for us 
briefly what specifically would you do to. help maintain 
these standards as a league? 

MR. WEST: It is mainly through educational 
procedures and programmese As you realize, the League 
has no actual authority over the credit union members. 
It is purely a voluntary organization, and the only 
influence the League can have on its members is in an 
educational and advisory capacity to give them 
assistance in their problems as far as operating. their 
credit unions is concerned, possibly their bookkeeping 
problems, their delinquent loan problems and their 
public relation problems in order to expand and promote 
their own individual credit union within their own 
community. 

COMMISSIONER LEMAN: Separately from what 
you can dos which is purely in the field of persuasion 
and education, there is the inspection staff of the 


Director of Co-Operative Services. This authority has 
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some power to enforce certain practices and prevent 
other practices as against what the League could do? 

MR. WEST: I would say not against, but in 
conjunction and co-operation with the League. The 
supervisory branch, of course, has the full power to 
regulate the operations according to the Act and 
by-laws and enforce adherence to these requirements. 
They work very closely in co-eperation with the 
League, and where assistance may be given through the 
League we have a field staff which will also work in 
conjunction with the government supervisory staff. 

MR. BOWLES: If we could direct the 
Commission's attention to Appendix R, it is detailed 
there. 

COMMISSIONER LEMAN: In one or two places 
you refer to the fact that for certain credit unions, 
due to the way they operate and the composition of 
their membership and their loan practices, there is 
need for higher cash reserves than in others. You use 
the word "required". We have noted there is nothing in 
the law that specifies what the cash reserves or the 
liquidity position of a credit union must be. Do you 
use the word "required" in the sense that the staff of 
the Director of Co-Operative Services would state what 
the reserves total must be in his judgment according to 
the circumstances? 

MR. WEST: Not necessarily. Certainly, the 
government supervisors would advise the credit union as 
to what should be reasonable and proper liquid reserves, 
and the actual maintaining of what is considered to be 


proper liquid reserve is strictly management problem 
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within the individual credit union for the protection of 
their own credit union, and because of the particular 
type of membership and the locality in which they 
operate. For imtance, in an urban credit union composed 
of, we will say, of industrial workers, where money is 
turning over <-- should we say received into the credit 
union at least twice a month on paydays -- building up 
the liquid cash from payday to payday; whereas, in the 
rural areas very often their loans are on a longer term 
basis for seeding or various farm machinery, and so 
forth, where they may be repaid in a minimum of some 
months later -=- possibly a year later. During that 

time when the money is slow in being returned to the: 
credit union, certainly a reasonable liquid reserve 
should be on hand to take care of emergency demands and 
for share and deposit withdrawals. That need in the 
urban areas is not so great, where they are dealing with 
wage earners primarily. 

COMMISSIONER LEMAN: JI can quite understand 
the requirements could be different from one credit 
union to another, but the point of my'‘question is, 
is this left to the management of the credit union or 
is there some authority that will enforce a certain 
ratio 7% 

MR. WEST: I would like to have you direct 
that question to Mr. Chase. 

MR. CHASE: Sir, the responsibility of the 
government department in dealing with credit unions as 
far as supervision is concerned -- it is to ensure 
compliance with the Act and by-laws. The Act does not 


require specific liquid reserves. There are many cases, 
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however, in the course of supervision, in the course of 
an audit, or the report that follows that audit -- if 
there is any need for commenting on the liquidity of the 
credit union, then those comments are made to the 

Board of Directors. In other words, these facts are 
drawn to their attention. Granted, we have no enforcing 
authority. We cannot say to a credit union, " You have 
to have ten, twenty or fifty per cent of liquid 
reserves". We can simply draw it to their attention. 
The teeth, if you like, in that authority would be 

that we do have the authority to suspend, and if 
liquidity is one of the factors that has to do with the 
weaknesses of the credit union, which would indicate it 
is approaching suspension or if, in fact, it needs to 
be suspended, then that action is taken by our 
department. That is the degree of authority that is 
exercised. We don't say to credit unions. generally 
that because they operate in a certain manner they must 
keep a certain amount of money liquid. It has to be 

in relation to the type of business they operate and 
even then we dontt insist on specific amounts or 
percentages. being kept liquid. 41t depends entirely on 
the soundness of their operations. 

COMMISSIONER LEMAN: In fact, is there a 
pattern of agreement or disagreement? Haveyou had to 
take action in certain cases? 

MR. CHASE: We have suspended credit unions 
but not primarily because of liquidity. We have 
suspended some but not for that reason; generally for 


other reasonsSe 
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question here; does the Co-Operative Credit Society 
take any part in trying to see that what it regards 
as suitable liquidity standards and the lending 
standards are maintained through its power of lending 
money to the credit unions? 

MR.» SUMMERFIELD: When the credit union 
submits an application for a loan to the Co-Operative 
Credit Society it also submits its last financial 
statement. I say "last" because if it is ithe 25th 
of the month it submits the one for the month 
before. If it is the 6th day of the month, it is 
still the end of the last month. On this basis the 
loan is made providing that the credit union has a’ : 
50% borrowing by-law. Credit unions have 25% 
automatic -- they must have their members! 
aucnority to borrow 50. If they have this 50; 
then the loans are made on that basis. If the 
financial statement does not .look good -- 100% 
good -- then the loan is not put out. 

COMMISSIONER GIBSON; Do you, in fact, 
exercise quite a little guidance of this kind in 
the process of running the society? 

MR. SUMMERFIELD: No, what we do is 
get in touch with the field man of the Credit Union 
League and suggest he Make a Visit to this credit 
union and straighten the matter out with the 
credit union. Sometimes it has occured that loans 
have been made and then something has happenéd within 
the credit union as far as the repayments of other 
loans are concerned, and it has fallen below our 
estimate, and then we do this ourselves then: we 


get in touch with the credit union and make certain 
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2/ suggestions to them, and I don't know of any occasion 


3 that they haventt followed our suggestions to the 


4 letter, and held up their own loaning programme 
5 until a favourable position as far as we were 
concerned. 
6 
COMMISSIONER BROWN: What sort of criterion 
y do you use? Just glancing at this, counting cash 
: on deposit with Central as part of the cash, the 
9 average is 10%.. ‘This means that a lot of it must 
10 be above the average and lot of it below the average. 
11 MR. SUMMERFIELD: ‘That is right. 
12 COMMISSIONER BROWN: What sort of criterion -- 
13 just considering the deposits with Central as cash. 
In fact, of course, Central itself only has about 
t 10% in cash, so overall the average is .probably 
1 about 7% in actual. cash. 
a MR. SUMMERFIELD: You are talking about 
17 Central in connection with the credit unions? 
18 COMMISSIONER BROWN: No. Let us deal with 
19 the first part of my question. Let us assume that 
20 the average is 10%, which means that some must be 
below that. 
21 
MR. SUMMERFIELD: Yes. 
. COMMISSIONER. BROWN: What sort of criterion 
ea do you epee basic point at which, you, start 
24 asking questions? 
25 MR. SUMMERFIELD: We go back to Mr. West 
26 again in knowing the type of credit union we are 
27 dealing with. If it isa pay-day credit union, then 
28 | we are not too concerned with their liquid -- if their 
cash is only 5% or 3%. 
29 
__ 30 
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COMMISSIONER BROWN; You go down as low 
as 3%? 

MR. SUMMERFIELD: I would like to follow up 
what Mr. Chase said. He gave definitions: between 
Mr. West and Mr. Chase they were giving examples, but 
another thing that comes into the picture is the 
seasons of the year as far as we are concerned in 
Manitoba. We find our peak seasonsof the year start 
about the 15th of June and. go on until the end of 
October. During this time we are very flexible as 
far as our loans are concerned because we know these 
people need money, and they have to have money to 
operate successfully. I don't know where you 
gentlemen come from, but here we enjoy only so much 
summer and we take advantage of it, and if it costs 
us money to do that, unfortunately that is how we 
have to live. This has a great bearing. The seasons 
of the year have a great bearing on the loaning of 
money as far.as the Credit Society is concerned. 
Another season of the year -- the very early spring, 
we go all out to lend any amount of money we can 
possibly lend to the farm population. Again in the 
latter part of the fall, we go all out again to do 
the same thing again with thet population BS ee 
need money to take a harvest off. A lot of/depends 
on the seasons of the year in this part of the 
country. 

COMMISSIONER BROWN; If you put all those 
seasons together, it is pretty intensive from spring 


en fall? 
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MR. SUMMERFIELD: That is correct, and in 
the winter time we all have money; everybody has 
money. 

COMMISSIONER BROWN; The point I was 
getting at, you are prepared to see the cash ratic 
go down to as low as 3% in certain instances? 

MR. SUMMERFIELD: Yes. Some people get 
paid four times a month -- a weekly pay. 

COMMISSIONER BROWN: Do you differentiate 
as regards deposit and as regard share capital? 

MR. SUMMERFIELD: Shares are what we 
really look at -- yes, on the borrowing by-law, 
for example, that is*50%. Deposits it is only 25%: 

We won't go over 25% on their deposits. 

COMMISSIONER BROWN: JI am thinking of their 
Cash rTavro to théir”-liabilitires? 

MR. SUMMERFIELD: It is almost always shares 
that we go by. 

COMMISSIONER BROWN: So they can be down as 
low as 3% against their deposits as well? 

MR. SUMMERFIELD: No, not against their 
deposits. 

COMMISSIONER BROWN: How low would you go 
with their deposits? 

MR. SUMMERFIELD: We see they are very high. 

COMMISSIONER BROWN; Again we are talking in 
terms -- what is "very high" -- 10%? 

MR. SUMMERFIELD: Oh, no, more than that, 
because depending again on the area of population. 

Mr. Chase, for instances, comes from Winkler, and in 


that area they need a high deposit, and there are 
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many credit unions that don't have deposits at all. 
They don't have such a thing as a deposit account. 

COMMISSIONER BROWN: Yes, I recognize that. 
I am trying to find out where your field is that the 
cash ratio should be with deposits? You say "very 
high"? 

MR. SUMMERFIELD: As far as loaning money 
in the Co-Operative Credit Society is concerned, it 
is almost strictly on shares. We don't have the 
influence on their deposits and we don't loan on 
deposits. 

COMMISSIONER BROWN: I am afraid we aré 
talking a little at cross purposes. Where you make 
a loan to a credit union, and evaluating their 
credit worth, do you take into consideration their 
cash ratio as against their deposit liabilities and 
their share liabilities. My question is, in looking 
at that and in making that evaluation, what sort of 
cash ratio do you regard as being a safe minimum 
against their deposit liabilities? 

MR. SUMMERFIELD: I can only say that 
varies between credit unions, because I guess we 
must be different here in Manitoba to the other 
places you have been to. You are talking about 
loaning money as far as their deposits are concerned, 
as far as liquidity. 

COMMISSIONER BROWN: I am talking about 
your position as to whether it is proper, whether 
they are borrowing properly. 

MR. RAMSAY: I think we are at cross 
thoughts here. In the Credit Union Movement, 


liquidity is not looked upon as having so much money 
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in the bank or so much in current assets. We were 
making loans to credit unions on the basis of their 
share capital, their ability to repay loans. They 
may have very little money in the bank, but their 
soundness is in their members, and in their share 
capital. 

These requirements of the Co-Operative 
Credit Society of 5% of cash on hand, are is some 
question as to whether that is needed, because again 
we are coming back to this dealing with members. 
The members in our organization realize that they 
can not demand the money °n a minute's notice. They 
normally give us time without us exercising rights. 

We are not in the same position as a 
finance company dealing with the public, that the 
public demands money and it must have it. In the 
credit unions through educational processes, this 
understanding is not there. If a man wants to 
withdraw his shares, and the money is not there, 
he will wait. for it. 

Now this is the same idea that Mr. 
Summerfield was trying to explain in connection with the 
relationship between the credit union itself and 
the Central body. It is not the cash reserves they 
are holding that counts to us; it is what they have 
in share capital and their method of operation in 


the,.district. 
COMMISSIONER LEMAN: In other words this 


was based on personal judgment; you have to look 


into the details of the operation, et cetera, and 


you cannot set any particular rules that are of 
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2 broad application to credit unions? You would not 
3 care to make a classification and say "We apply 
4] certain criteria to this class of credit unions and 


5 other criteria to this other class of credit unions" 


é etc? 
MR. RAMSAY: No, because as I understand it, 

J we know our members, we know who we are dealing with, 
; and we understand their circumstances. 
9 MR. SUMMERFIELD: There is no yard stick. 
10 COMMISSIONER LEMAN: These are the facts. 
11 We are talking about the past and the present, but 
12 let us think about the future a little bit. Would 
13 it be your guess that as the movement expands more 

and more and the amounts used in the movement get 
7 much larger, as they may very well get» much larger 
go (experience elsewhere shows that and your growth 
16 


curve shows it too); would you think as a group 
17 that this situation is’ bound to change, that as it 
18 gets larger there should be a little bit more, let 
19 us say, central control and a little bit more 


establishment of criteria and rules of operation than 


20 
there is nowe 
21 
MR. RAMSAY: JI suppose if there were more 
22 ree 
central rules it would take away from the flexibility 
23 


that we are working under at the present time. I do 


24 not think it would strengthen the credit union 


25 movement. 


26 Our collection and losses record is quite 

27 extraordinary, I would say, and based on past 

28 | performance we cannot see any reason for bringing 
about any more protective measures. I think this is 

| what our brief has drawn out. 

30 
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2 COMMISSIONER LEMAN; Well, controlled 

3|| measures internally imposed are different from that 

4| might be externally imposed. There is a difference 

5 between the two. If you impose rules and restrictions 


on yourselves, you pattern them after what you think 


: is the requirement, with intimate knowledge of the 

: needs. 

. MR. RAMSAY: I believe that would come about 
9 if that were necessary. 

10 COMMISSIONER BROWN: You probably think we 
11 are pressing this point quite a hotisi thts is about 


12 the first case we have come upon where there are no 


rules, no criteria about cash requirements. 


is 
MR. RAMSAY: It works quite successfully. 
14 
COMMISSIONER BROWN: Presumably if it is 
15 
working successfully, you have a feeling of some kind 
16 


on a minimum of some kind below which you do not go, 
17 and it is this we are trying to explore. 

18 MR. RAMSAY; I think it is adherent in the 
19 Credit Union Movement, the educational programme, 


from the credit union level to their individual 


20 

member, they are dealing in small loans. I think when 
7: a member in our credit union talks in terms of $3000., 
. we consider this a very big loan. We are thinking in 
: terms of small loans. 
24 MR. CHASE: Mr. Ghairman,s! if I may just 
25 express an opinion on this, I can understand the 


26 problem the Commission has here because I believe 


in most, if not all provinces, there are certain 


27 
requirements as liquidity is concerned. This, as has 
28 
been said, is not a factor in Manitoba, and consequently 


fi 


belforsnos ¢ifeW SMAMGd saMOLe2IM et 
tedd mont dreisttib o1s bezoqmt yilsntednt eenvesem 
eonsistiib 2 ei otorll ebozogai yilemredxe ed ddgim 
ottoindest bas selut Sa cgnt goy i ows oft moowted 


dntdd voy dedw. ists meld nvedtseq voy .esviloeiv0y no 


: a " 


edd to egbelword odsmisgnt Adin etnometiupe: edd ef 


I 
aeboon i] 
eles is 
trodg emoo tbinow dedd evetiod I. :YAGMAS . Hh | 
’ ‘ 12 a 
svireadooen Siow tsdd It | 

4 
a 
ow xpi yldedotq mol eWOHEG AEVOLSeI MMOD jor : 

dud . 

juods ek eid3\etol s etiup dnioqeaide gubeeouq otB [tr | 
or ots exodd stew mnogu omos eved sw sess detil end hep 


.ednometivper: deso tyods sitedi2o on ,aolut 
Viluteeesone otivp ‘exvow Si 6 VYACMAA .AM 
at di ti yidemweotd WOE faVOLeal MMOD 

batx emoe to gnifesl s evsed woy ewilvtebooone aniattow 


03 gon ob voy dofdw woled pia emoe to muminim s m0 


,erolqxe ot gniyid ors ew.etid ef of brs 
odd nt daoverbs ef dr Anidt I +YACMAR .fM 1 St 


~ommetgotg Issottsoubs orld. ¢dnenovoll moin, gibesd 


Ieubivibat xterly od Level noiny tibeto ed mort 
naw Adidd I .eneol Ifeme ni sntieob orm yedd a vedmem 
« -O00€S ‘to emtod af exist moinu drbsts. 1Wo ai vedmem s 

ft anttnidd ove oW -ntpod gid yibv « cidd tobtenoo ew 
sensol Lfsme to emedg 
saut, yYsam L tt eneirhedd sa 7 SSCA . AM 

oid bastearabau aso 1 .etdd no motniqo as ease rgxe 

ovetied I seusosd sish esd noteetmmod sds moldoxg 

istyeo os ottodd <esottivorg Ife gon ti wdeoo mi 


=e es .eid? sbemisonoo ei ytibiupil es — 


ota bis - eedog Ena gi r9odset s Jonsed 


a ae a : 


Nethercut Young 


- 985 - 


Torente, Ontaric 


: I think we have to operate and have been operating to 
3) a degree just from day to day on the seat of our 


4 pants sort of. 


5 I think we have to think in two or three 
6 directions. JI am not going to go into the question 
: of liquidity, but we do have to think in terms of 

what is this liquidity, and probably this will come 
. up in the course of further discussion. .I think it 
9 


is a fact that we do not have any formula in 
would 
10/ Manitoba that/apply to any credit union to. say 
it is% 
11 whether or not that should be liquid. /@as someone 
12 said, aisimple mattercof dealing directly with the 


financial position of any given credit union at any 


13 
| given time, and this could vary. 

I think if experience indicates - in 
zr Manitoba I'm sure my experience with credit unions 
af in the province, and I think the other gentlemen 
17 here probably agree - that if experience indicates 
18 that there is a need for restriction of some kindy, 
19 I am sure the credit unions would be the first ones 
20 to agree that something should be imposed, some 
> restriction of some kind should be imposed. 

So far no need has been felt, but I think 
i’ I can safely say that the experience of credit union 
, operations in the province has been such that there 
24 has been no indication of any immediate need in this 
25 respecte 
26 The Central Co-Operative Credit Society of 
27 Manitoba does not exercise, I think, any control, and 
28 I feel that probably under the credit union legislation 
29 at least it does not have authority to exercise control 
30 | 
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2 over what position is required as to liquidity of the 
3 credit urions. 

4 The only control they can exercise would be 
5| in the making or granting of loans, ‘amd inethe (sii¢ 


granting of loans they might say to a certain credit 


6 
7 union: "In order to obtain a loan of so much money, 
you have to maintain a certain degree of liquidity". 
8 
This could happen but I don't know of any case where 


‘ they have done this, but it could happen. 


10 I think that this sort of nebulous and very 


11 difficult problem here of trying to point to liquid 


12 requirements - it is not. one of any degree of 

13 hesitancy on our part to answer questions, but I 

14 think it is the fact that we are dealing in practically 
all cases with individual creditors. 

= I may say that our department several years 

si ago felt that we should suggest to creditors that 

- they should keep, I think at that time we used a 

18 figure of 25 % of their assets in a liquid position. 

19 That could mean in. bonds, in shares, and things of 

20 that kind, we would consider a liquid position. We 

1 did make a suggestion of this kind, only a suggestion, 
because we realized immediately that there were some 

a credit unions that it was an imposition to say that 

23 


you had to keep 25°55 of your money? liguid, when you are 
turning over on the basis of pay-day payments where 
the money is just turning over very, very rapidly. 

It seems rather ridiculous to say that you have to. 


have 25% liquid aside from all others and not able 


to use it for loans to members. 
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This same principle would not apply to*other 
types of creditors, but I am only saying in light of 
experience in the past, that we have not found that 
there is any great need to impose a general formula 
or restriction as to liquidity in any creditor. 

COMMISSIONER GIBSON: In other words, where 
the loans are smakkupersonal loans, where you have a 
frequent repayment schedule, you are mote likely to 
think in terms of lower liquidity than when, as in 
the case of quite a few of the unions, you may have 
to allow a mortgage loan. Would that be correct? 

MR. CHASE: That would be a true thing, yes. 

COMMISSIONER GIBSON: I notice;from 
Appendix N there is a list of credit unions and it 
shows personal loans and mortgage loans, and there 
is a tremendous variation between individual credit 
unionse Some of them do not have any mortgage loans; 
some of them have a lot. Are there substantial 
differences in liquidity standards in the one where 
you have a sizeable mortgage loan operation? 

MR. CHASE: I am afraid I could not make 
that up offhand. Some of the others may. 

COMMISSIONER GIBSON: Can you tell me a 
little about the mortgage loans. Would they generally 
be larger than the personal loans? 

MRS OBOWLES:\."Yes, the mortgage loan situation 
insofar as credit unions is concerned is rather 
unusual in this, that the bulk of the credit unions: do 
not lend extensively in the mortgage loan field, but 
there are certain credit unions, particularly those 
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seem to require the type of personal loans that other 
credit union members may do. Some of them are 
exceedingly thrifty and the only use that they would 
make of their credit union is when they need a 
substantial sum of money perhaps for the purchase of 
a house or the building of a house on a piece of 
land that they own. There are perhaps two or three 
such credit unions. 


Now, those credit unions, if you look at 


“their statement, you will find a very high preponderance 


of these mortgage loans, and these other credit unions 
when you look at the statements you will see 
practically no mortgage loans. 

The feature about the liquidity situation 
is this, that although the credit unions that. have a 
high mortgage portfolio .may have a statement to 
indicate a very high degree of liquidity, that is, 
cash to invested assets, yet in fact those credit 
unions may not be as liquid as the credit unions that 
are turning over their money all the time. I mean, 
if everybody asked us for their money at one time, 
it would be much more difficult to give every member 
their money at one time.if 75% of the. assets’ are in 
mortgage loans. 

COMMISSIONER LEMAN: I do not think the 
Commissioners are trying to imply, sir, that a rule 
is a substitute for good judgment, we are not 


uggesting that at all; but certain rules or certain 


169) 


criteria do help the exercise of good judgment. That 


r suggestion and we do not want any misunderstanding 
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as to the Commission having fallen in:)love with rules 
for their own sake. We recognize that good judgment 
is important in any kind of operation, but certain 
guides can also be very valuable. 

MR. WEST: Mr. Leman, I think a little 
distinction and explanation of those mortgage loans 
might not come amiss. The main purpose that we keep 
in mind is that a credit union is established and 
organized to serve the needs of its members. Now, 
in the cases suggested by Mr. Bowles, the needs of 
those members are primarily for the purchase:or 
building of homes, more so than for appliances or 
automobiles or so forth, whereas that differs in 
other groups. 

There is still another area where the credit 
union is serving its members! needs through the 
granting of mortgage. loans in areas where other 
institutions refuse to loan money on real estate. 

I might even pinpoint this and say that one, in 

particular is the area of Flin Flon, where a large 
portion of the credit union money is, loaned to its 
members for the purposes of real-estate mortgages. 

I think. another angle I do not believe has 
been brought out regarding the amount of money loaned 
on mortgages which was referred to.a while ago, in 
many instances the purpose of a loan is not necessarily 
for the purchase of a home, or for land or even for 
repairs, but in some instances a loan for other 
purposes as security by real ests te mortgage loan, and 
that accounts for the high ratio, ,,if I may says 


THE CHAIRMAN: That.would really not be a 
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1 
2 
mortgage loan; it would be a loan for certain other 
3 purposes and might be fairly short term loan. 
4 MR. WEST: That is true, sir. 
5 MR. CHAIRMAN: And it is secured by a 


6 mortgage. 


MR. WEST: Yes, sir, and the requirements 


7 

= of our reporting and maintaining a distinction between 
the two types of loans is also a government 

s requirement, that all those loans secured by mortgages 

19 are segregated and reported as such. 

11 THE CHAIRMAN: You do lend money though on 


12 mortgages in some cases. 


13 MR. WEST: Oh, yes. 
14 THE CHAIRMAN: What sort of mortgage do you 
invest in? 
15 
MR. WEST; They are all on residential homes 
16 
of their own members. 
17 
THE CHAIRMAN: Are they second mortgages? 
18 MR. WEST: In most cases first mortgage. I 


19 believe first mortgages predominate. Most credit 


20 unions will not loan money on anything but a first 


21 mortgage. I know our credit union will not. The 

2 term of repayment, of course varies. Some are long 
term and some are comparatively short term. 

. THE CHAIRMAN: Most of them would be at 

‘i least five year. 

= MR. WEST: Oh definitely. 

26 THE CHAIRMAN: What amounts would they 

27| represent in individual cases? 

28 MR. WEST: I cannot speak for too many of 

29 the credit unions, but our own credit union, 
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Commercial Telegraphers we go as high as $10,000., 
bearing in mind at all times, that the loaning of 
money for mortgages purposes is not restricting the 
needs of the members for any short term loans. It 
is only surplus money. 

» © GOMMISSIONER GIBSON: Does the League have 
any © policy with regard to the kind of loans that 
should be made by newly formed credit unions? Do you 
have a general policy that you merely make personal 
loans and does the mortgage business develop after- 
wards or do you. sometimes set up credit unions with 


a view to making mortgage loans? 
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MRY BOWLES: Séection®61 of our brief, 
page cO, sets out generally and not slavishly but 
generally the policy that the credit unions will 
follow in respect of their policy and the use of 
money . 

COMMISSIONER GIBSON: This put an 
emphasis generally on personal loans? 

MR. BOWLES: Exactly. 

COMMISSIONER GIBSON: But your record of 
the individual unions as we were saying earlier 
Shows a quite wide variation. What I am trying 
to get at is are the credit unions tending to move 
into the area where the building societies are? 

Is there some tendency in that direction on these 
personal mortgage loans? 

MR. BOWLES: I would’ say néotyerefneburse, 
everything is a matter of degree but because of 
the demand for money from their members for per- 
sonal, provident and productive purposes, as we 
say, there has not been an unused pool of funds 
which they could afford to move into the mortgage 
field even though the borrowers might be considered 
to be credit worthy and the fact that they want to 
buy a house was considered to be a provident 
purpose but the policy generally is to stay away 
from the type of loan that would tie up ene use of ° 
that money wffewrone of the other members. 

COMMISSIONER GIBSON: So you have a 
tendency to think in terms of short term loans 
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move into the mortgage business? 

MR. BOWLES: Very much so. If you refer 
to paragraph 65 of our brief at page 22 I think 
it was mentioned that the statistics may be some- 
what misleading when you look at the proportion of 
money on mortgage loans because, as was. pointed 
out, the credit unions have to report to the 
department on a certain form and they ask: What 
is the security? - not what is the reason;for the 
loan. A. loan might possibly be to buy a car and 
yet the same mortgage loan might be given and 
then. that would show in the statistics as a 
mortgage loan. 

COMMISSIONER GIBSON: Do you have any 
idea how much difference that would make? 

MR. BOWLES: .I am sorry, we were not 
able to find that out because the statistics 
that we were able to collect are mostly statistics 
that we were able to have the department secure 
for us and they just did not have that information. 
Perhaps some of the managers of the credit unions 
themselves might give an answer to that. Have 
you any idea, Mr. Froese, what proportion of the 
money shown as mortgage loans might be actually 
made for some other purpose and a mortgage simply 
be taken as a security and then shown for 
statistical purposes as a mortgage loan? 

MR. FROESE: I think that figure would 
be quite high, sometimes 50 per cent or more. I 


know many of our loans have been classified as 
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mortgage loans and yet they are primarily for other 
purposes and just secured by mortgages. 
COMMISSIONER GIBSON: Would they be loans 
which have a short period? 
MR. FROESE:, Yes, a very short period. 
COMMISSIONER GIBSON: Even when taking 
mortgage security? 
MR, FROESE:. Yes. 
THE CHAIRMAN: Flin Flon was mentioned. 
I find it sometimes difficult to visualize what 
happens with these general average statistics and 
if.we could look at one particular example it 


might be.easier for me-at least to follow in that 


manner as to what was going on. You mentioned 
Flin Flon as a place where there were perhaps 
more mortgage loans than; normally, that is, in 
the, real. sense,:.18s; that right? 

MR. WEST: » Yes. 

THE CHAIRMAN: It would be interesting 
for me at any rate if I knew what sort of reserve 
you had in that particular case as an example. 

MR. WEST :47 L-hads occasion, siz’, to viet 
Flin Flon last fall and I was amazed in looking 
over their balance sheet to find that approximately 
50 per cent of their assets were in mortgage loans 
in a town which is primarily industrial. Naturally, 
I was curious to know the reason for this and the 
explanation given to me was that in financial 
circles -- I presume you would classify it as 


that -- they have the feeling that the life term 
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of the town of Flin Flon is very limited and that 
they are a bit reluctant to invest in real estate 
mortgage loans in the town of Flin Flon because, 
as some put it, the life expectancy is about ten 
years. It is a mining area primarily depending 
upon the one primary industry there and that is 
why the other institutions are reluctant to in- 
vest money in long term loans in the town of 
Flin Flon and, consequently, the demand from 
the people of Flin Flon turns to the credit unions. 

THE CHAIRMAN: What sort of reserve do 
they set up as against that? Have you any 
figures on that at all? 

MR. WEST: No, I cannot say -- nothing 
possbhly more than their statutory reserve. 


COMMISSIONER BROWN: What will happen 


in ten years’ time if it turns out these other 
estimates were more correct than the estimates 
of the credit union? 

MR. WEST: Well, by personal observa- 
tion I have heard this life expectancy to be ten 
years for the last 30 years. 

THE CHAIRMAN: Well, that is so but 
these things can come to an end some day, some 
time. 

COMMISSIONER LEMAN: Looking at the 
survey of the balance sheets of the co-operative 
society, Exhibit K, there is a very substantial 


growth in loans to members through credit union 


Societies which has grown from $222,000 to credit 
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1 unions at the end of 1952 up to $1 million seven 
2 nearly at the end of last year. Now, let us take 
3 bastyeyear, forvinstance,-as atthe end:-of 1961 
4 that $1 million seven loan to credit union 
5 societies would represent how -many loans about - 
6 jJust.a few or a great number or what? 
’ 
7 MR. SUMMERFIELD: _ About 100 - 129, to 
8 be exact, credit unions tsiéwhat leam told, 
9 MR. SEYMOUR: ..129 reported in their 
10 annual report. 
11 COMMISSIONER LEMAN: So as of that time 
12 about half the credit unions were borrowing from 
13 the Central? 
14 MR. SUMMERFIELD; That. would be correct. 
15 COMMISSIONER LEMAN: And is there a 
16 large variation in what would be the biggest loan 
17 from the Central tor,any one. credit union? 
18 MR. SUMMERFIELD: I am just going off 
19 the cuff now but I would say the largest loan 


20 would be approximately $75,000. The board of 
71 directors of the co-op credit society must pass 


22 on all loans over $100,000. The board must do this, 


23 the credit committee cannot and to my knowledge 

24 last year there were no requests made to the board 
25 of directors at all. I would assume knowing the 
26 credit unions and the credit union members as I 


27 do that the largest would be roughly $75,000. 
28 COMMISSIONER LEMAN: Doesn't it look, 


29 though, as if the trend of the loans to credit 


30 unions foes up must more percentagewise in proporticn 
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1 than the deposits themselves? 
2 MR. RAMSEY: That would be true of the 
3 for the co-operative credit society but apart from 
4 that there is a consolidated balance sheet of the 
5 credit unions - and there again we are talking 
6 about their deposits, their loans and we have to 
7 look at Item 11 to show the gradual and continual 
8 growth of the deposits of the credit unions them- 
9 selves. It is on the very last sheet of the appendix. 
10 THE CHAIRMAN: Yes, the consolidated 
11 balance. 
12 MR. RAMSEY: 10 and ll give the gradual 
13 development Be the growth of share capital and 
14 deposits. I think this has to be compared to the 
15 loans to members. 
16 COMMISSIONER BROWN: Referring to that 
17 last sheet in making up the items, taking item 


18 Cash of $3,724,000 was that amount as cash 


19 deposited to the members in the Central? 

20 MR. RAMSEY: I believe that is true. 

21 Mr. Chase is the one who could answer that. 

22 COMMISSIONER BROWN: Otherwise if that is 
23 so this is not a true consolidation. 

24 MR. CHASE: These were the figures that the 


25 department were able to resurrect for us for this 


brief from their back records. When we adopted them. 


26 
7 we did not ask them the very questions that you have 
2 
put to us now but I think that it is quite proper 
28 ; 
that we should get you that information. 
29 
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COMMISSIONER BROWN: I think you have given 
me the answer because in their report they consider as 
cash the deposits with Central and Central, of course; 
does not carry all that cash as cash, so in fact it is 
not a true consolidation. 

MR. CHASE: Yes. 

COMMISSIONER BROWN: It overstates the cash 
position. 

MR. SUMMERFIELD: In other words, what you 
mean is cash ‘on-hand and in banks? 

COMMISSIONER BROWN: Yes and get a true 
consolidated figure. I think it would be closer to 
$2.millions 6 than $3 million 5. 

COMMISSIONER GIBSON; Mr. Chairman, when I 
asked a question about the reasons for growth of the 
credit unions of Manitoba this subject is mentioned 
on page five and the emphasis there is on providing 
reasonable lending facilities. It is also mentioned 
in spots here and there elsewhere and there is one 
reference to the lack of adequate financial facilities 
in some communities. On page eighteen there is a 
reference to the fact that deposits are so much 
higher. Would you, Mr. Seymour, care to give us a 
little statement as to how you weigh the various: 
factors? Would you mind discussing what the organization 
is doing, discuss the question of interest rates, the 
amount of small loans, etcetera? This might be very 
helpful. | 

MR. SEYMOUR: If you .do not mind, Mr. Chairman, 
I would direct this question to Mr. West. We have asked 


him to reply to questions on growth. 
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MR. WEST; Gentlemen, as far as the growth 
of the credit unions in Manitoba is concerned I think 
we can attribute it primarily to our educational 
programme in encouraging our members to practice 
thrift in their savings and also to encourage those 
eligible people to become members of the credit union 
within their particular group and also the various 
benefits that have been developed within the credit 
union movement through: our’ participation in it and 
another factor that can contribute to the growth 
particularly in the urban areas over the past decade 
might be due to the tremendous influx of people. from 
the surrounding parts of the province which has been 
very evident in this last number of years and which 
has increased the number of eligible membership 
within each particular credit.union's sphere of 
operations. However with the increase.in.membership 
there.is the increase in share s:capital, wavings 
and also an increase,in the demand for loans. To*my 
knowledge our credit unions in Manitoba do not 
encourage borrowing. They do not usually put on any 
publicity campaign as far as borrowing is concerned 
and rates of interest by other institutions have 
little or no effect as far as the operations of the 
credit unions are concerned. Because they are a 
non-profit organization all the earnings at.the end 
of each year, the surplus earnings after expenses are 
paid and reserve set aside, are returned to the members 
so that there is no incentive to bring in large sums 


of money as earnings into the credit union because it is 
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simply turned right back to the members and very often 
following out the principles and the philosophy of the 
credit union movement the credit union is organized to 
help its members in any sphere that it may be able to 
do that and very often I know in most credit unions and 
probably all of them we refer our members to the other 
lending institutions if it is to their advantage to 
borrow there. That happens quite frequently. 

In some cases, the members cannot qualify 
for borrowing from other institutions and others can 
but wherever it is going to be an advantage to the 
member that is the purpose of the credit union because 
in that way they are helping their members. So that 
the interest rate does not affect too much the 
operations. There are other incentives, of course, 
in credit unions such ascour;sinsurancecbenefits which 
have been developed within our own organizations and 
also the degree of confidential transactions within 
the credit union movement. 

Normally, credit unions do not engage in 
other forms of credit ratings and in a number of 
eases their chattel mortgages, of course, are not 
even registered with the county court which tends 
to keep the transactions of the members confidential 


and I think that that is one of the things that the 


members do appreciate. The flexibility of the hours 
of doing business and the friendly and helpful 
consideration in difficult times of the members - 

I think all of these things are factors that 
contribute to the growth of the credit union 


membership, its assets and also its loans and by 
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continuing that philosophy into the future I cannot 
see anything but continuing» growth of the credit 
unione 

COMMISSIONER GIBSON: You have had a very 
rapid rate of growth in the last few years. Is there 
any special reason for this? Has there been a rapid 
increase in industrial credit unions associated with 
the trade union movement..or is there any special 
factors that account for this extraordinarily rapid 
rate of growth? If you continue to grow at this rate 
you would have everybody as a customer within about 
fifty years. 

MRe WEST: Well, the expansion of the 
promotional and educational programme of our credit 
union league has been primarily responsible for 
bringing the ideas and the understandings of the 
credit union practices to more people and I think 
that has encouraged them. Naturally, there is a 
little more comment, I don't know whether you would 
call it publicity or not, in various periodicals, 
magazines and even the daily press regarding credit 
unions which inspires a good many people who have 
the urge to become a member of the credit union but 
as has been mentioned previously here this morning 
in a good many instances, those people are not 
eligible to join any established credit union at the 
present time and in a good many instances too they 
are not in a position to even attempt.to organize a: 
group where they work, where they live, where they 
worship or any of their fraternal organizations they 


might belong to. So that in the future I can see 
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there is bound to be growth. It is something you 
cannot stop; it is good and people do want it. 

COMMISSIONER GIBSON: Do you see any 
limits to this? You have a very rapid rate of growth 
now.e Do you see this levelling out after a period 
of time or what sort of growth do you foresee? 

MR. WEST: It might because the credit 
unions must organize within a very closely confined 
groupe We are getting back to common bond now but 
there must be some common association with numbers of 
people, groups of people together in order to 
organize into a credit union and I do not think I 
am speaking out of turn if I say it is pretty strictly 
enforced by our government supervisory department. 

So as far as dealing with the public or with 
everybody on the street is concerned I do not think 
we will get into it and we are not considering this 
in the province of Manitoba in the foreseeable 
future. Ido not think we will get into it as much 
as the province of Quebec. There is a limit, it is 
such to level off but there is still tremendous room 
for growth. 

COMMISSIONER GIBSON: Looking at this 
factor of growth again I would like to raise the 
question here of your responsiveness to changes in 
credit conditions. By and large from what one can 
see and from what we have heard thus far from credit 
unions in other provinces they do not seem to be 
particularly responsive to changes in credit conditions 


and interest rates. Would you regard the very rapid 
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rate of growth as one of the reasons for this? 

MR. WEST: No, I would not say so because 
during periods of tight money naturally we use the 
reserves we have at our disposal or are able to 
obtain through borrowing from either the credit 
society or the bank. 

COMMISSIONER GIBSON: But you have been 
growing rapidly during these periodsof tight money? 

MR. WEST; Yes. I would say our own 
experience has been that we have carried on quite 
normally through these periods. There was one area -- 
I don't know how many years ago now -- ten or twelve -- 
when there were certain restrictions on credit 
imposed by the Federal Government limiting the size of 
the loan and the requirements for a certain percentage 
of the price of an article, and also the term of the 
loan. 

COMMISSIONER GIBSON: That was during the 
Korean War, I think, 

MR. WEST: Yes, it is some years ago now, 
but we did respect the regulations of the government, 
but at the same time we felt that we were justified 
in using the resources we had and keeping within the 
requirements as far as time limits and amounts were 
concerned. 

COMMISSIONER GIBSON: You have not changed 
your interest rates when money has been tight? You 
have carried on more or less in the same pattern? 

MR. WEST: Yes; it doesn't influence our 
interest rates at all. If interest rates went down, 
it still would not affect the credit union because we 


are giving credit at cost, and if we charge a higher 
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rate of interest and réturn high dividends and 
Z 


patronage dividends it is still going back to the 
4 members. 


COMMISSIONER BROWN: Has there been an 


mn 


6 increase in the return paid onJshare capital in order 


to retain and attract deposits and shares during the 


7 
period when interest rates were low or high? 
8 
MR. WEST: ..I don't think I got your. question 
9 
clearly? 
10 


COMMISSIONER BROWN: Do you find any 

11 necessity to compete with other deposit attracting 
12 institutions by matching or improving upon the rate 
13|| of return which they offer? 


MR. WEST: ..No. Actually,..a-credit,.union has 


14 
no control over that. 
15 
MR. RAMSAY: .Where you are.indicating it is 
16 
a return on share capital, there is definitely an 
17 


influence for the province of Manitoba to issue 42% 
18 bonds. Well, we are morally obligated to our members 
19] to give them a rate of return of something of this 

20|| nature. So, definitely we would be influenced by an 


issue of bonds of this nature, but not the«ndrmal* day to 


21 

92 day financial transactions on the stock market or any 
financial increases or decreases in interest rates. 

¢ COMMISSIONER BROWN: My point is, there are 

- some factors that do influence it, although it is not 

= general. 

26 MR. RAMSAY: We are limited, I believe, in 

27| Manitoba by a 5% return on capital. 

28 MR. WEST: I would like to follow up there 

29 

30 


: a 
fx 7 1 
af 7 - an | 

toi to etst | | 


a 


brs sbnobivib. wid nar 
ent ot Aosd gatog Lite rarer sganortsg 
pes , saednem 
ag sped oxerid esl peaperenen<: —ee 
sobso mt Isdiqso ovsde. ne bisq aide eid mi seseroni 
et gninub eotade bis edieoqeb Jgosttts bane misdet oc 
Tdgid to wol otew sete testednt nodw boiteq | 
notdeeup suoy do3 I aAmids ¢tnob 1 :Teaw «fl ; ig 
fyluseLo i: 
ys bait vox of MWORG AA MOLAeLMMOD - wart 
gnidosidss sheoqeb tedde dtiw eteqmoo ot yiileesoon 
oder edd mnogu seivouqmt to gnisodsm yd enoisusgitent 
notte yeds dotdw mmder to 
esi soiny dibess 6 «yilensod .ol) 2 TOAW «SM | 
soars yevo Lorsmoo on 
af di gnidesokbat ers voy etolW SYASMAS «JM | 
ng yvlotintteb ef eteds ~isdiqsos essda mo mide is ip 
yd oveei od sdocinsM to sonivouq end tot ssadueuanll* 
erodmen ww0 ot betsgifide yiletom ets ow «ifleW «abmod 
aidd to gniddemoe to mivtet to odst s mold evig ot 
ne yd beononttat od bivew ow yledinileb .oG »situdsn 
od yab fétitam sae gon dud .owsden eidd 10 ebaod to eveel 
yas to tgeausn. aoote edd no enoljosenstd Istonsnit yisb 
| seater daoatedtot ot esesotseb to eseseroni Isionentt ; 


ea) etedid eai gatog yM :UWOHE AAMOTAcIMDO » 


gon et di mgyoddis .ti somenLint ob dadd erodost smoe 
| > Le tenes 
Re soveited T ebodimil evs oW sYAGMAR «AM. by 
lgtiqso no muster Rt a yd sdodinsM 
—emedd ais wolLot o¢ oxil biuow I :Teaw. .fM : 


‘Wer 


29 


30 


Nethercut & Young 
- 1005 - 


Terente, Ontaric 


on my remarks that the credit union has little control 
Over the amount of dividends they pay on their share 
capital, because at the end of the year whatever 
surplus remains during that year is returned to its 
members, and a recommendation is made by the Board 
which will disburse or distribute that entire amount, 
or very close to it, that is recommended to the 
general membership at an Annual Meeting, and they 
determine what that rate of dividend is going to 
be within the limits of the money available. So'that 
we cannot up our dividend rate or lower it. It 
depends entirely on the money at our disposal. 

COMMISSIONER LEMAN: Your answer seems to 
refer to paragraph ninety-nine where the statement 
is made in the matter of dividends, interest and 
rebate, unions try to maintain a fair sense of 
proportion. What are the criteria for a fair sense 
of proportion between these various elements? 

MR. SUMMERFIELD: Say there is enough to 
pay a 5% return: rather than do that, the members 
would prefer a 43% return and a 10% patronage rebate 
to the borrower. This is quite well established. You 
cannot have your cake and eat it, so they would prefer 
to split it both ways. 

THE CHAIRMAN: We will now adjourn until 
etl. 

MR. CHASE: Mr. Chairman, I don't know that 
the answer to your problem which you posed about the 


mortrares in Flin Flon was adequately answered, but 


1a 


our President has given/their last financial statement, 


and I think it may be of interest. 
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MR. CHAIRMAN: It would be, yes, I think. Have 
you it now? 

MR. CHASE: I just wanted to make one 
observation: you were wondering about the length of 
period over which these loans might go and if the 
mine might die before they were paid back. ‘The total 
mortgage loans were $504 thousand at the beginning of 
the year, and of those $224 thousand were repaid in 


one year. So that the cash flow would appear to be 


very rapid from these mortgages. It. is almost on 
a fifty percent basis -- between forty-five and fifty 
percent. 

THE CHAIRMAN:) Yess: We will,resume at 
2215.» 
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On resuming at 2:30 p.m. 

THE CHAIRMAN: We shall now resume and 
proceed with the questions. 

COMMISSIONER BROWN: We were discussing just 
before the adjournment the question of your competitive 
insulation from the effects of monetary policy. In 
view of the fact that monetary policy or changes in 
monetary policy are frequently implemented by central 
authorities with a purpose in mind, do you think it 
is a good thing or a bad thing that you are not 
affected at all by monetary policy? 

MR. BOWLES: I dontt think it would be a 
fair statement to say that we are not affected at all 
by monetary policy, and I think we endeavoured in our 
brief to indicate the extent to which we are affected. 
I think it is a fair statement to say that we'are not 
affected by monetary policy to the extent that the 
banks are affected by monetary policys and perhaps 
certain other financial institutions. 

As to whether it is a good: thing we are not 
affected to that extent or not is, of: courses a matter 
of opinion, and it is our opinion that because of the, 
shall I say, limited extent of our operation that our 


operations are of such a type that we do not 


the 
contribute to, shall I says Anflationary spiral if ;one 
was in existence. We loan:such monies as we have which 


have been paid in by our members to other members, and 
we have 2 certain reserve amount that we might loan 


that we might borrow, but as and when a credit union 


e 


ofa Dated 


; «mq O€8 ds agnimvest sine gt ea 
-  bAE entfeos won Liede oW sMAMALAHD BHT 4 


 enorteoup etd ddkiw boeoorg 


4 


: Jaut, gateevortbh stew oW sMWONA ABMOT eel My 
evidtdeqmos twoy to saoldveomsp ont g¢nomaivotbs eft siroted 
al «yotloq yisdenom to adostte off mort notdaLlvent 


nt esgnedo vo yotlog yisderom deit tost edd To werv 


is% yd bedrome iqnt yisneypett ots yotlog yissonom 
jt antdd voy ob . brim af stoqivg s dttw eefsinontus 
jon exes voy tsdd antdd bed s 10 anind boos s et 
Syotloq visdenon yd fis ts bedootis 

5 od blvow dé anids d*nob T secu. IWOd «AM 
{In te bedostts ton ots ow ded yor oF tnenetade isl 
sto mi bewmovssbno ew Anidd I bre »yotlog yvisdsenom vd 
bodostts ets ow dotdw od tmedxe ond etsokbnt ot toiad 
gon ets ow dadd yee o¢ teomodeee tist 6 ef di aAaidt I 
ahd geds daodxe odd od yoilog yretortom yc hotootis 
-eqprlisq bas .yoiloq yisdorom yd bodoetits ors ened 
wenotsdydident Intonsnih senito nindtos 

jon ots ow anoint boos s ek dt verter od eA 
Hadsom 6 esemsoo to xet ton to dredxe tedg oF betoetts 
cond 4o eevsood sedd notniqo qwo et di bns ynoiniqo To 
uso tant mofdsyeqo uso ‘to SHedRS botiméil .yse I Iisde 
ton ob ow tadd oqyds s done to ots enoldnieqo 

odd 

ono tt Lstiqe yisnotieltoh\.yse 1 Tipe od adodiadaoo 


Hofer oved ow es Botrom dove nsoi os <oonedetxs rn 


bie  atodnom “onto od arednom wo yd mi bieq seed oved | 


neol tigim ow dens trong evieect atetres s over ow 


30 


| 


Nethereut € Young 
- 1008 - 


Terente, Ontario 


moves into a borrowing position it does so on what is 
normally a very short term basis and perhaps 
anticipating a return of other funds very rapidly so 
that those borrowings can be paid off. It is our 
view that in view of the limited size of our 
operations that our operations are sound not only 
from a point of view of our credit ,unions but from 
the point of view of our membership and from the 
point of view of the economy generally, and it may 
be of some interest to the Commission to note the 
close correlation of the amount of money we have 
loaned each year. compared to the shares that are 
subscribed by our members. 

Turning to the second last page of 
Appendix X, the statistics from 1945 to 1960 and 
coming down eight lines to the designation "Loans 
issued during year", those are the new loans that 
have been issued by all the credit unions for the 
year captioned at the top, and if, for example, 
you started, say, at the year 1955 you will note 
our loans issued during that year were $ 10 million 
8 hundred thousand, and comparing that year by 
turning over the page to our share capital, which 
is on the liabilities side, column ten, and come 
down to 1955, you will see that the share capital of 
the credit unions that year was $10 million 6 hundred 
thousand. That is no reference, of courses, to the 
deposits. So that the share capital in 1955; $10 
million 6 hundred thousand, is very close to the 


total amount loaned, $10 million 8 hundred thousand. 
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The next year, 1956, the amount loaned was 
13 million 9 hundred thousand, and again referring to 
the share capital you will find for 1956 that the 
share capital was $13 million, dropping the odd 
dollars. 

In 1957, we find that the amount loaned was 
$ 16 million 2 hundred thousand and the share capital 
was $16 million 2 hundred thousand. 

In 1958 the amount loaned was $20 million 
three hundred thousand, and the share capital was 
520 million 5 hundred thousand. 

In 1959 the amount loaned was $26 million 
one hundred thousand, and the share capital was 
525 million 6 hundred thousand. 

1960 the amount loaned was }30 million, 
and the share capital was {3 31 million four hundred 
thousand. 

So there is a very close statistical 
relationship throughout between the amount of monies 
paid into the credit unions by the members of the 
credit unions as share capital and the new loans 
that were made in that year. 

COMMISSIONER BROWN; This Also shows up on 
two parallel lines on the second last page, the third 
and fourth lines from the bottom. One is the 
percentage of shares to total assets and the next is 
the percentage of loans to assets. The percentage of 
loans to assets starts off at 59 % and goes to 83%. 

MR. BOWLES: Itm afraid I am lost. 

COMMISSIONER BROWN: The second last page, the 
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third and fourth lines from the bottom. 

MR. BOWLES: Yes. 

COMMISSIONER BROWN: The first one is the 
percentage of shares to total assets. 

MR. BOWLES: Yes. 

COMMISSIONER BROWN: And the next is the 
percentage of loans to total assets? 

MR. BOWLES: Yes. 

COMMISSIONER BROWN: And the percentage of 
loans to assets goes up from 59% to 83%,: and shares 
to assets goes up from 40% to 74%. 

MR. BOWLES: Yes. 

COMMISSIONER BROWN: This would indicate 
that shares became a great percentage. of your total 
assets and it would indicate the deposits became 
less. At the same time loans went up on a parallel 
basis. 

MR. BOWLES: Yes. You have taken in the 
statistics, of course, for 1945.--for the past 
fifteen years? 

COMMISSIONER BROWN: That is right. If you 
take from 195 or 1955 on, it goes from 80.1% to 
83.2%. 

MR. BOWLES: Yes; a fairly ‘close relation- 


ship, and the interesting thing is that the 


fluetuationis not very greats 60.13 60.535 Shu6s 81.3; 


53.3 and G3. Ze 


low, the conclusion we draw from that is. 
that we pretty well are lending the monies that come 


into us and that we do not have large loans in one 
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year and then drop back to practically no loans the 
next year. It seems to be a pretty stable amount, 
a pretty consistent amount compared to the share 
capital. 

COMMISSIONER BROWN; You haven't any 
calculations or any figures of loans that are turned 
down. In other words, whether in period of tight 
money - you loan figure remains the same because no 
one would lend this money - do you have a call for: 
loans? 

MR. BOWLES; Well, :in‘2959 when there was 
a period of tight money, sir, we+do not have 
statistics because it is a matter perhaps of dealing 
with them on a month to month basis because; that one 
time in 1959 we did not think there was tight money 
anyway but towards the fall it seemed to get that way. 
However we have statistics for our full year of 
this year of operations. We have made inquiries 
because we rather expected that a question along this 
line might be asked of us. 

We found that it is difficult. to find out 
just whether a large number of loans were applied for 
that were not granted. No doubt there were some loans 
that some borrower came to us when they could not 
borrow elsewhere, and within the ordinary credit 
union policy of the type of loan and of the purpose 
for which it is made, the fact that the person was a 
member, they would try to accommodate him. It may be 
that in all cases we were not able to accommodate all 


of the persons who made applications for loans-at that 
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time but we do not think that the number that were 
turned down was very large. 

COMMISSIONER BROWN: I would like to ask 
one other question on, this matter of growth which 
we were discussing just before the adjournment, and 
that is, have you any figures to show your new 
members are predominately would-be depositors or 
predominately would be borrowers. 

MR. CHASE:. Is that the question of those 
who joined to get a loan in other words? 

COMMISSIONER BROWN: Yes. 

MR. SEYMOUR: I think that the League or 
the Co-Operative Services have no figures on it. All 
we can do is speak from our own experience within our 
own credit unions, and we do have people who joined 
to get a loan, yes, suree. In fact a lot of people 
do not hear about a credit union until they start 
telling somebody that they need to get money from 
somewhere, they need money for this that. or the 
other thing, and somebody comes along and. says: 

'twWhy dontt you join a credit union". So when they 
come to us they are in need of money. 

Then, of course, there are people that do 
come in that will put down a thousand dollars worth 
of savings at one time when they join the credit 
union. 

COMMISSIONER BROWN: Cannot you tellus 
whether more people joined to become borrowers than — 
joined to become depositors or visa versa. 

MR. SUMMERFIELD: I would say», as a manager, 


‘ Pi of 
it is about 25%. 
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COMMISSIONER BROWN: Which way? 

MR. SUMMERFIELD: To become borrowers right 
away or within a very short length of time. That is 
from one credit unionts experience and I asked Mr. 
West and he would agree with me, about 25%. 

COMMISSIONER BROWN: One other question and 
that is, we understand that your Central does not 
facilitate chequing privileges - using the words 
"chequing privileges" in the loose sense that you 
are not allowed to use it, or you say you are not, 
but I understand that your Central is reluctant 
to facilitate any use of chequing facilities though 
among the member credit unions. Is there a reason 
for this? Have you a philosophy behind this 
decision? 

MR. SEYMOUR: Mr. Summerfield, would you 
like to answer that. 

MR. SUMMERFIELD; Oh, of course, the only 
thing would be to be very honest about it and just 
say it depends upon which side of the fence you are 
thinking from. There are credit unions that believe 
that this should be - we are talking about chequing 
services - that this should be, and there are other 
credit unions that want no part of it. I cannot 
say what it should be or should not be as president 
of an organization, put I can think what it should be 
or should not be personally. We have both viewpoints 
and I think it would be most unfair to come out and 
say what a person thinks individually. 


COMMISSIONER BROWN: But this must have 
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been decided at the Central level. 


MR? SUMMERFIELD; No, there is no -- 
COMMISSIONER BROWN: Why did they decide 
not to give chequing privileges? 

MR. SUMMERFIELD: No, there is no laid down 
policy regarding this. If a credit union goes into 


chequing services and wants to use Central organization 


we comply with their wishes. 

COMMISSIONER BROWN: In the other provinces 
this is all done oe the Central... 1t is, clear 
there has been a decision not to give these facilities 
through the Central. 

MR. BOWLES: What we meant to convey - if 
that impression was conveyed, we have left you with a 


misunderstanding. tI think our brief notes that there 


are only about 15% of the credit unions that use 
chequing privileges, which may be relatively small 
compared to the provinces. JI am unaware of that but 
I do not think there has ever been any fixed policy 
on behalf of the Co-Operative Credit Society of 
Manitoba, to discourage or encourage such. 

COMMISSIONER BROWN: It is perhaps putting 
you on the spot to ask you to express a personal 
opinion, but perhaps somebody would like to give us 
the arguments on both sides of the question, the 
reasons for and the reasons against. 

MR. SEYMOUR: To carry on.. the conversation; 
credit unions are primarily for savings and for loans 


and, as stated her previously, some credit unions desire 
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chequing services, but those credit unions that desire 
chequing services are usually in a community where no 
other chequing service is available to them. So then 
the credit union says: "Well, our members want it so 
this is what we will do". Credit unions are autonomous 
bodies and the Central, that is, either the League or 
the Co-Operative Credit Society have no control over 
them. I don't know whether that helps or not. 

COMMISSIONER BROWN: I understand that. 

; ee MR. BLACK: Another thing, your credit unions 

“ile are very small, and to go full, time you have to 
have quite large assets before you get into chequing 
services. I would say that we only have twenty or 
thirty full time credit union managers. 

MR. FROESE: Mr. Chairman, as far as chequing 
services are concerned, I think in the rural communities 
where you have chequing facilities it has added to the 
growth of the credit unions in that it is not 
necessary for the member to keep a bank account. You 
have both accounts with the credit union whereas if 
the credit union is not dealing with chequing services, 
he has to have a bank account as well asa credit 
union account. 

MR. CHASE; I think the figures here bear 
out what Mr. Black says. Sixty-eight percent of the 
credit unions will have less than $100 thousand of 
assets which I think immediatély eliminates 68%, 
because under $100 thousand there, would be few, if 
any, that would consider chequing services. Of those 


in excess of that amount in assets, some might feel 
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that this service is desirable in-their community. 
3 As Mr. Froese has suggested, it is something 
4 


that is useful to the members, and if their members 


J want it there is nothing under our legislation to say 


6| they cannot, so they do enter into chequing services, 
7 strictly as a service to their members. This 


undoubtedly encourages others who may desire the 


8 

same services through the credit union, to belong. 
; It is useful in some credit unions, it is 
" very useful and, I think it has contributed to the 
i growth of some credit unions quite substantially; 


12 but in other cases credit unions feel that they do not 
13 need it at all, they think they could function very 
14), well without it - I think any credit union can funetion 


without it - and if they think they can function without 


15 
a it they do and function very successfully. 
I dontt think I know that there are any 

x disadvantages, I doubt if there are any real 
is disadvantages. it is a question of whether it is a 
19 need among members of the society. 
20 COMMISSIONER LEMAN: JI was intrigued a little 
1 bit by the ending sentence of paragraph eighty-eight. 
22 You explain there that in certain cases a fellow could 

get a loan from another financial institution and 
would not have got it despite the fact that the risk 
e was normal, because of the purpose of the loan. What 
sg are the purposes you have in mind, business loans or 
= what kind of loans? 
27 | MR. BOWLES: The basic credit union loaning 
28|| principle is that the loan has to be for provident or 


| productive purposes. At times members will ask for 
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loans, and the credit union does not consider that 
that loan; if granted, would be of benefit to that 
member and they have to decline it. Yet the security 
that would be offered would be perfectly satisfactory, 
and the loan from the point. of view of the lender 
might be perfectly safe. 

COMMISSIONER LEMAN: You could not give me 
an example of the type? 

MR. RAMSAY: We had an example quite recently, 
as a matter of fact, where a chap owned his own home 
and he wanted to take out a mortgage on his home.so 
he could buy a duplex and in turn rent the duplex 
and then acquire two homes. We turned him down on 
the basis that we would require the money for other 
members rather than a venture of this nature. 

MR. WEST: Mr. Leman, I could add another 
example that we experienced only last week when a 
loan was turned down. The purpose of the loan was to 
invest in a second mortgage for a short term;. in 
other words the purpose was, or the idea was that 
when this house would be sold that when this house 
was sold the money would be paid off and the money 
would be returned. Well, we looked upon that as a 
very speculative investment and also one that could 
conceivable develop into a long term loan rather than 
a short term, depending upon the real estate market. 
So on that basis we refused the loan. It might have 
helped the member but it was not necessarily a 


productive type of loan. 


THE CHAIRMAN: .Do credit unions carry a line 


Jedd — son 2e90b. ‘goims dibeto | 3 
gant od ditensd to od pLsow bosnee dead dsdd 
ydinuoee oft teY .dt ortiloob od even yet bus tedmem : 
ytodostebtse yitostreg od biuew betotto od blyow dent 
yobnol eid Io wetv to datog eit mort mpol odd brs 
.otse yidootreq od drigitm 

ait avi, ton bluoo vor SWAMEI AUU“OLeeIMMoo 
. Seqys oft to elqmsxs ms 

cWidneost odinp slqmsxo 1s ben oW tYAGMAT «5M 
enod awo efA benwo qeio s atodw .dost to teddsn s 6s | 
on entod etn no ogsgdtom Ss sNo gxted ot boedrnew ent bas 
xefqub oft drew nive ni bae xelqub 8 yud biluoo od 
no mwob mid boost s¥ .semod ows esiupos sedd bis 
yerito tot eoneint ond ottupes bivow ow serlt atread ond 
ssuuden ebdd to omsdnev 5 edd toddet arodment 

xofidons bbs biwoo 1 ynemed 1M ‘Tea ~wiM 
s nertw toow tesl vino beonetyeqxe ew tadd olqmexo 
ot eaw meol od to seoqiygq oAT .nwob bemtud esw npol 
ni tmred dtode s tot egsgs ror bnoose # ni’ tesvat 
sedd aew sob orld to .eew seoquug ond abtow tendo 
sesson aint cedw tedt bloe od biuow geod eins new 
yonom edd barn Tho bisq ed pivow yersom edd bloe esw 
s eg dads moquy bexlool ew .ILoW sbenrudet od binow 
bivoo det esto opts baie dnemteevat evitsivosqe yitev 
nadd rondsy meOL mired anol s odak qoleveb sidavisonoo 
sjowusm otedeo Isor odd moqu gntbaegeb armed trodes 
ever gefy ton 3 «nsof edd boeutot ow eteasd sant no of 
s vlinseeooen don esw gi dud sodnem oft beqled 
wipol to says svidouborg 


| onts » vxxe0 enoliair tkbero of “MAMATAHO QHT 


; 


N ethercut é Young 


~ 10 - 
Terente, Ontaric 


of credit with the chartered banks or with the Central, 
it would be; the credit society does it carry a line 
of credit? 

MR. WEST; Some credit unions will carry a 
line of credit with the commercial banks. Our credit 
union does, and a good many have a line of credit 
with the Credit Society. 

THE CHAIRMAN: And interest rates were raised 
and there was a tight money period, was your line of 
credit affected at all? 

MR. WEST: It was affected to this extent, 
that the monies loaned to us at that time were not 
called - and all these loans arecall! loans, - but 
we could not at that time increase our borrowings. 
There was no demand from the banks for the repayment 
of that loan. 


THE CHAIRMAN: Normally you could have 


ra 


increased you loan? 

MR. WEST; Yes, we could have increased it 
over what the actual amount was at that time. 

MR. FROESE: I think when we had :the tight 
money policy in 1958 it came around the late summer 
or early fall, and by that time most of loans had 
already been made, so we were not too affected. 

COMMISSIONER GIBSON: Would you be affected 
at the time of tight money by your unwillingness to 
sell liquid assets, that is, unwillingness on the 
part of the Central to sell securities at a loss? 
This is one ways that tight money tended to affect a 


lot of other financial institutions, who did not want 
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to sell what you might call secondary reserves or 
securities at a loss. Therefore it tightened up on 
their loaning activities. This affected the banks, 
for example, and a numbers. Did they have any 
influence on your position? 

MR. WEST: Speaking of the Central? 

COMMISSIONER GIBSON: Speaking of the Central, 
yes. 

MR. SUMMERFIELD: The question specifically, 
please. 

COMMISSIONER GIBSON: Did unwillingness to 
sell securities at a loss when money was tight, tend to 
tighten up you loaning policies, that is, loaning 
policies in relation to the credit unions? 

MR. SUMMERFIELD: The only difficulty we 
had, sir, was possibly a delay of a period of time, 
from, say, a week from two weeks in putting the 
money out. We did not sell anything to get the 
money. 

COMMISSIONER GIBSON: You did not have to 
sell any securities that you held as a reserve? 

MR. SUMMERFIELD: No, we did not. We might 
have had to delay loans for a period of up to two 
weeks, but that was all. Everybody received the 
money that they requested but with possibly a slight 
delay of a period of time, and I think the period of 
time, if I can recall correctly, was from about the 
fifteenth to the end of July. | 

THE CHAIRMAN: What was the cause of that 
delay? 

MR. SUMMERFIELD: We just didn't have 


enough money. I mean, we had so much money to loan 
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and we could borrow so much money, and we could not 
give them that immediately. 

COMMISSIONER GIBSON: Then you did not 
wish to sell securities at a loss? 

MR. SUMMERFIELD: ~ No. 

COMMISSIONER GIBSON: Because everybody was 
in that position at that time? 

MR. SUMMERFIELD: That is correct. 

COMMISSIONER GIBSON: One other point here. 
You say on page thirty-three that about one third of 
your credit unions are more affected by business 
loans than by credit conditions that affect the 
business community, the other two thirds not being 
so greatly affected. Then are the third that are 
borrowing mainly from the Central? JI am not quite 
clear if this is so. Perhaps you could elaborate 
anckibt Le. 

MR. BOWLES: I don't know how to properly 
assess which of those credit unions they were, 
except that we tried to find out about what 
percentage of the credit unions might be more 
directly affected by business and the percentage 
that was dealing merely with individuals, and we 
decided that a fair assessment was that about a 
third of the credit unions, frequently the ones in 
the country where there may be no bank or where 
there is a strong rural group, we would consider 
that they were affected by the business in that 
community. These are mostly, I think it is fair 


to say, rural credit unions. 
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COMMISSIONER GIBSON: How would they be 
affected, this is what I am not clear about? 

MR. FROESE: JI think this came about in 
1958 when we had the tight money policy in effect. 
People went to the banks and were refused loans and 
as a result they came to the credit union when we 
had funds available, and we gave them the loans 
that they requested. 

COMMISSIONER GIBSON: The unions that got 
this extra pressure of demand then found themselves 
in fairly tight circumstances. Do you mean, in other 
words, is this why the one third were more directly 
affected than the other two thirds? 

MR. FROESE: Well, it would be that because 
their line of credit was cut and the credit unions 
went to Central and the Central did not have the 
money as already stated by Mr. Summerfield and these 
were the ones that were affected. 

COMMISSIONER GIBSON: And this would be 
the credit unions that were in debt to the Central 
and would likely want to borrow more and found they 
could not do it at that time? 

MR. BOWLES: I think perhaps that was not 
the intent of this particular section. It may not 
have been worded very well. I think the idea that 
we wanted to convey was that one third in the 
credit unions in Manitoba at times have loans that 
affected the business community. I do not think 
that any of the credit unions were themselves 
affected by being put in a tight position by loans 


that they had made to business at that time. 
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COMMISSIONER GIBSON: Oh, I see. 

MR. BOWLES: About one third of the number 
of the credit unions in Manitoba have at times made 
loans which might be classified as business loans and 
yet they are not dealing exclusively in business but 
there would be about one third who had anything to do 
with that type of lending. 

COMMISSIONER GIBSON: In other words, you 
are not saying that credit conditions tightened their 
affairs but that they had loans that were part of the 
broader credit stream? 

MR. BOWLES: Yes, that was the intent when 
that paragraph was written. JI am not prepared to say 
whether there were any credit unions affected in the 
way you have in mind. 

COMMISSIONER GIBSON: You see what we are 
trying to get at. is to see how changes in credit 
conditions affected various financial groups? 

MR. BOWLES: Yes. This section ninety-eight 
could be tied in to some extent with section 110 where 
we mentioned that some of the largest credit unions 
dealing with banks may be affected directly by changes 
in monetary policy and yet theahutiétor the credit 
unions, particularly the smaller ones, do not feel 
that they are affected greatly. 

COMMISSIONER GIBSON: Well, on this other 
question that you bring up when you say about one 
third of the credit unions have a significant portion 
of loans to business at one time or another what kind 


of loans are these? Are they loans perhaps to 
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co-operatives and certain business, or what? 

MR. BOWLES: I do not think it would be fair 
to say that they have any significant portion of loans 
to businesses but about one third of them had some 
dealings that might be considered to be in the nature 
of a loan in connection with a business affair. There 
were no doubt some credit unions that took a 
substantial portion or a number of business loans. 

COMMISSIONER GIBSON: Some of your credit 
unions lend to regular incorporated companies, I 
take it, do they? You do not limit them only to 
members and co-operatives? 

MR. BOWLES: No, they are limited to members. 

COMMISSIONER GIBSON: They are entirely to 
members? 

MR. BOWLES: Absolutely. 

COMMISSIONER GIBSON: Can an incorporated 
company join a credit union? 

MR. FROESE: Yes, we accept almost any type 
of business as members. 

COMMISSIONER GIBSON: Is this general or is 
it only applicable in theicase of certain types? 

MR. FROESE: The community type. 

MR. BLACK: If the company would qualify for 
the common bond. 

COMMISSIONER GIBSON: This would be mostly 
small companies, I take it? 

MR. BLACK: Yes. 

COMMISSIONER BROWN; I would like to revert 


for a moment to the 1959 situation again. If you look 
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2 . 
on the first page of Appendix K you will see that at 
3 


December 31st of 1958 -- this is the summary of. ‘the 
4! palance sheets of the Co-Operative Yredit Society - 
5] on December, 1958 your loans to members were 

6] approximately half of your total assets but by 

7 December 31st, 1959 the loans to members were up to 


about 90% of your total assets because there was, 


8 

: first of all, either called or paid off.loans to 
co-operatives that were outstanding at the end of 

10 


1958 and in addition you suddenly acquired a bank 


4G) Joanof $325 thousand at the end of 1959.. Has this 


12 got any connection with the tightening of the money 
13 market that took place in 1959? Apparently there 


14 was a sudden call in that year from your member 


15 credit unions for a large increase in their loans 
16 relative to your total assets? 

MR.. FROESE:,, Mr.«.Chairman,,.uthink at that 
Mf time we had not established as large a line of credit 
1g with the banks that year as the year following. That 
| is one reason. 
20 COMMISSIONER BROWN: In 1958 there was no 


21 borrowing from the bank and you had.a, loan $308 


thousand out to the co-op and at the end of 1959 


22 

93 you had not only called that loan from the co-op but 
in addition you had $325 thousand borrowed. So that 

" was a net change of over $700 thousand on those two 

‘ figures which indicated a tremendous increase in the 

a6 demand for borrowing for loans from your own members 

27 in 1959 which you were apparently able to do. I 

28 wondered if youswould care to comment on that and 
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explain to us what took place? 

MR. SEYMOUR; It looks as though there was 
a bigger demand from the credit unions in 1959 than 
what there was in 1958. 

COMMISSIONER BROWN: That is my point. 

MR. SEYMOUR: In 1958 there was a loan of 
$380 thousand to a co-operative association which 
would not have been loaned to that co-operative if 
the credit. union had been demanding loans from the 
Co-Operative Credit Society because normally the 
Co-Operative Credit Society does not loan to 
co-operatives; they do loan to credit unions only 
pretty well. 

COMMISSIONER BROWN; That is my whole point. 
In 1959 apparently there was a very large proportionate 
increase in the requirements by the credit unions. 

MR. SEYMOUR: It would appear so. 

MRe BOWLES: Yes, that is so. 

COMMISSIONER BROWN: I wondered how that 
fitted in with the discussion you were having about 
the tight monetary-situation in 1959? 

MR. WEST: I guess that would explain why 
the delay in making some of the loans to the credit 
societies but only for a matter of a couple of weeks. 
I think this $308 thousand to the co-operatives at 
that time, that has been the pattern in the Credit 
Society where surplus money was available and when 
the demands from the credit unions perhaps became 
acute that money was recalled and in addition, as 


you said here, an additional amount of $325 thousand 
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was borrowed from the banks. 

COMMISSIONER BROWN: What I am trying to 
find out is, is this some indication that when monies 
are tight elsewhere that the members of the credit 
unions were able to get it through their own credit 
unions when they could not get it elsewhere? 

MR. WEST: I think these figures would 
indicate that. 

MR. SEYMOUR: That certainly could have been 
the case. I am trying to go from memory but the 
repayment from credit unions during 1959 as at the 
end of 1959 were coming in very, very well so that 
would indicate that instead of repaying the Credit 
Society as we normally did we were reloaning this to 
their own members. That might have a great effect on 
what you are just saying. It would certainly have a 
large bearing on it. 

COMMISSIONER BROWN: Thank you very much. 

It°- is just what I think Wetec the additional 
factors here. At “the end of 1958" I°think it is rather 
apparent that the Credit Societies put on some kind of 
an effort to obtain additional funds from it members, 
co-operatives or credit unions and mainly credit 
unions in this case because deposits increased very 
substantially in 1958. So that it was a fact that 
while money was not needed by the credit unions in such 
substantial quantities in 1958 it was needed in 1959 
and was obtained from members substantially. | 


MR. SEYMOUR: That is true of that increase 


in 1959. 
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COMMISSIONER BROWN: Yes a good deal of 
that was withdrawn in 1959, it was down again to the 
same level as in 1957. 

MR. SEYMOUR: Yes, that is correct. 

COMMISSIONER BROWN: And in fact you will 
notice the total contribution by members at the end 
of 1959 was less than that at the end of 1958 by 
over $100 thousand. 

MR. SEYMOUR: Yes, heavier withdrawals. 

COMMISSIONER LEMAN: I see that Mr. Froese 
is coming back. As I understand it we can deal with 
the Winkler brief at the same time? 

THE CHAIRMAN: Yes, we are going to follow 
up with the Winkler brief. 

COMMISSIONER LEMAN: May we just ask Mr. 
Froese some questions about the Winkler Credit Union 
without any break in the discussion because the 
questions are all related to the other ones we were 
asking of the League and the Credit Society? 

»» “(MR. FROESES:. You .did=not want: the brief-read? 

COMMISSIONER LEMAN: We have all read it. 

THE CHAIRMAN: I have discovered we have all 
read it since you have spoken to me. 

MR. FROESE: I have two more people here with 
me who would like to sit in with me. 

THE CHAIRMAN: But if you can be prepared to 
answer questions on the brief it would be very helpful 
to us I am sure. 

COMMISSIONER BROWN: Perhaps the others can 
sit because something may develop out of this. 


THE CHAIRMAN: Oh yes, don't go away. 
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MR. SUMMERFIELD: We thought you would let us 
go first. 

MR. FROESE: °Mr. Chairman, before we go into 
a discussion of the Winkler brief I would like to 
introduce Mr. Peebles Kelly who is a consultant 
accountant. and Mr.. Henry Wiebe, the manager. 


MR. SEYMOUR: Mr. Chairman, may I just 


express to those here the fact that the brief from 
the Winkler Credit Union is an independent brief. 

The Credit Union League or the Co-Operative Credit 
Society had nothing to do with the preparation of it. 

THE CHATRMAN: ‘hMes,id wmderstand that. 

COMMISSIONER LEMAN; The advantage of dealing 
with this on a joint basis. is that right through thecptec 
now we have been talking with the League and the Uredit 
Society and we have looked at the statistics embracing 
the whole group without too much of a good look at a 
credit union as such. We are) now, as: 1 understand it, 
dealing with the Winkler Credit Union and dealing with 
a large one. It would be classed as one of the 
largest ones in the group, wouldn't it? 

MR. FROESE:. It is the largest one affiliated 
with the movement in Manitoba. 

COMMISSIONER LEMAN: So this gives rise to 
some of the same questions that we were asking this 
morning. For instance, on this question of not dealing 
with the public, I have never been in Winkler so l 
think I would like to find out a few things about it. 

I gather you have 3400 people in this credit union? 


MR. FROESE: That is right. 
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COMMISSIONER LEMAN: And I also understand 
from the first page of your brief that the population 
of Winkler is about seven thousand, is that right? 

MR. FROESE: That includes the rural 
community with the town. 

COMMISSIONER LEMAN: So here is a case where 
the credit union is dealing with a very, very 
substantial portion of the area? 

MR. FROESE: Yes. 

COMMISSIONER LEMAN: Now, are there 
commercial banks in Winkler? 

MR. FROESE: There is one. 

COMMISSIONER LEMAN: There is just one? 

MR. FROESE: Yes. 

COMMISSIONER LEMAN ; What do you find happens? 
If you make a loan to one of your members in Winkler 
where does the money go? 

MR. FROESE; Quite often the member 
naturally gets it but quite often his money comes back 
to us because of the repayment of some other borrowing 
and the money might return to us. It might also go 
to the bank naturally. 

COMMISSIONER LEMAN; Have you made any 
studies of this phenomenon of how much of your loans 
come right back in the form of deposits into the 
credit union? 

MR. WIEBE: I do not believe, sir, we have 
the statistics but a very good portion of the money — 
comes right back. 


COMMISSIONER LEMAN:; So that you run into 
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what we might call a snowball effect there? 

MR. FROESE: That is right. 

MR. SMITH: How would that be classified as 
snowballing? Is snowballing increases as it goes down 
the hill but this is putting back and forth through 
one credit union. It would not have a snowballing 


effect. 


COMMISSIONER LEMAN: Perhaps snowballing was 
not the right word to use. 

COMMISSIONER BROWN: It would be available 
again for lending? 

COMMISSIONER LEMAN:; This money, if it comes 


back into the credit union in the form of deposits or 


more subscriptions for shares would be available for 

lending again, wouldn't it? Im other words, it seems 

as though there might be the development of a 

phenomenon here quite similar to what happens to a 

bank operating in a similar area. Is that so, Mr. Froesef 
MR. FROUSE: I would assume that to be the 

fact. 
COMMISSIONER LEMAN: If it were so, would 


you assimilate that to what is generally referred to 


as economists as the creation of credit by your own 
activities? 

MR. FROESE; Well, we maintain that we are 
not creating credit because we are, just dealing with 
the funds that we get from our members. We are not 
actually creating credit; we are simply dealing with 
funds that our members subscribe. 


COMMISSIONER LEMAN: Well, I am not an 
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economist myself. JI am just wondering in what sense 
you can think that a commercial bank would be set to 
create credit than if you do not? 

MReFROESE: Probably you would have to check 
in the Bank Act because it is evident that there must 
be some source of credit creation; otherwise how could 
the economy expand - and I am not an economist either. 

COMMISSIONER MACKINTOSH; Why are so many 
people saying that they are not economists? What Mr. 
Froese is saying is very like what a great many 
commercial banks have said three decades ago.. 

MR. WIEBE: I would like to elaborate on 
that one point as far as money ‘coming back to us is 
concerned. In our community, we find that we are 
dealing with the younger member on the basis of loans 
when he is trying to get started, say, in a farming 
project or some other business venture. As the members 
grow older, when, for instance, when an older member 
sells his farm, he has been helped out by the credit 
union when he is younger and that is the place he 
brings his savings when he sells his farm. So we 
actually have the older generation helping the younger 
generation. That is what it amounts to to a large 
extent. 

COMMISSIONER LEMAN: In the Winkler brief 
there is right on the first page a summary of the 
points you want to mention and one of them is that 
you feel strongly that the present provincial 
chartering, flexibility or liquidity and present 


lending practices be maintained, et cetera, and that 
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supervision be left with the province and you also say 
that you would not like to see any further legislation 
that would interfere with your ability to mobilize 

funds, et cetera. What I am wondering is what type of 


thing are you against here? Are you afraid of the 


type of regulation or legislation that would completely 
collapse the movement or what are you afraid of 
really? 

MR. FROESE: I do not think it is a matter 
of being afraid of it, but we have seen what happens 
in other provinces where you have a definite 
regulation as far as liquidity is concerned. If you 
had to have a 20% liquidity in Manitoba that would 
mean we could not lend out as much money as. we do at 
the. present time. This. is only one point. 

COMMISSIONER LEMAN: Whoever would discuss 


and consider regulation and legislation.would. not.do 


it with the purpose of hurting the movement? At 

least, no good. public authority would want to do that. 
Usually we think of the legislator as someone who 
passes legislations or organizes a pattern of 
regulation in order to improve or produce some desirabl 
results. We do not think of the legislator as being 

a destructive element in our society, do we? 

MR. FROESE: .I think it can also be over 
done, and I think we have an example in the Canadian 
Co-Operative Credit Society which was formed some 
years ago, and the Manitoba Credit Society joined that 
organization, and as a result it came under the 


restrictions of the Canadian Act., and as a result we 
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have to have much more money tied up in bonds which 
ordinarily and before that. could have been used by the 
members, and we don't want the same thing to happen to 
our credit union in.Manitoba. 

COMMISSIONER GIBSON: Your own credit union -- 
you have a fairly fixed idea about what an appropriate 


liquidity position is: do you usually keep so much in 


cash or securities or deposits with the Central or does 
this vary. 

MR. WIEBE; . I think we have a fairly fixed 
pattern as far as our own community is concerned. We 
usually like to end up the year with a fairly 


substantial liquid cash fund, because that is the time 


of the year when people have sold their crops and they 
don't need as much credit. We find the curve goes up, 
and dips in July and August, and goes up again. We 
like to have J5 or. 20; per) cent of our Liquidity: at 
the end of the year. 

COMMISSIONER GIBSON: You mean in deposits 
with Central or cash in the bank. 

MR. WIEBE: And also our bonds and debentures. 

COMMISSIONER BROWN: What would be the low 


point during the year for cash? 


MR. WIEBE: It actually goes right down to 
where we have been borrowing -- last year, I think it 
was twenty-three days in July and August, just to 
carry us through that peak season when the farmers 
use it. 

COMMISSIONER BROWN: In other words, you vary 
from zero liquidity in July and August up to 20%. At 


the end of the year you had -- 
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P MR. WIEBE: Three million --- 

COMMISSIONER BROWN: I am talking about cash. 
r MR. WIEBE: We'count the bonds as well. 
? COMMISSIONER BROWN: Let us look at the cash 
6 


at the end of the year where you had 332 thousand on 
7| total assets of 3 million; so that would be about 
8 13 per cent, but during the year you would be down to 


9 Tero? 


MR oWYEBE YS" “Phat'-rs “rient, 


10 
THE CHAIRMAN; If there were regulations 
z fixing your liquidity requirements at 16 per cent, 
9 that would affect your operation as’‘a whole, wouldn't 
oe it? 
14 MR. WIEBE: Yes, it would. 
15 THE CHAIRMAN: Because then you would have 


16 to keep that level of liquidity throughout the year 
17 when you didntt need it. 


MR *WIEBES’ “It ‘would mean our particular 


18 
operation -- we would have to have liquidity of 
19 
around 30 per cent. 
20 
THE CHAIRMAN: I say 15 per cent -- and I 
21 


am taking it out of the air -- but assuming this is 
right, if that were applied to an industrial credit 
union; that might be inappropriate? You might get 

along with less -- in their operations. I understand -- 
and the point was made before on this question of 
liquidity -- there were different requirements 

according to the practice that has been followed in 
different types of unions who have different types of 


loaning and different categories of people who are 


--- potfiiw sei? ‘saalw «AM 
:MWOKE ATMOTCEIMMOD 
.tfew es ebnod odd dros ev ° :SanIw «AM 
sWWORA Aawoleel Moo 


jyods gataiss me I 


eit gs Hool av gel ~ ao 


fo baaeyods SCE bad yoy sorw rsoy ord to brie ofits ts 
tuods od blyow dsdt oe snoifiim € to edeaes Istov 
ot nwrob ed bilrow yor tsey offs entiubh sud ‘.aneo 19g ef 


Sores 


wdigin at dedT <aealW AM 


anottesiuget otew oteds Tl :VAMATAHD SHT 


.jns0 seq OL ts edmonoilupet yiibtupit woy gntxlt 


$tabtvow .alodw s es moidateqo IN0Y jostts bivow ‘Ishs 
Poi 


wbiwow di .e0Y radalw AM 


even bitow yoy nedd seussood :WAMAT AHS gut 


tpov ont suornauotad viitbiupri to Level tedt qeed o¢ 
oti been g'abib coy ae ivy 
suaalw 


sefuotdusg wo fsom biyow $e. «su 


: to ydibiupif eved od oved bilyow ow -- moldsitsgo 
| .tnso og Of bnvorts 


I bag <= dnoo teq @f yee IT 2MAMSITAHO HT 


et etd¢ antmuaes dud -- tis oft To So $i antased ms 


jyibeto Ieitdaubai ms ot botigqqs etsw Jerld Si ¢tiigia 
369 disim voY Todsingotqqsnt ed gigtm tedd .notnay 


a= Bbasdetebas I .enotdsisqo ales mt <= eesl ddiw gnols 
to nokdeesp. aids mo eto'ted obsm esw jntog edd bas 
etnometinupet Snovettih orew ovedd -= yiibtupil 


ni bewolfot need ast tsd¢ ootsdosiq edd od gnibrooos 


a es. ‘to aeqyd snovettib oved odw emotnss to eeqyd tnetettib 


ers ofw olgosq ‘to sotroyadtso Snorsttib bas gninsol — 


» 
ene oer i. 


Nethercut & Young 1035 


Terente, Ontaric 


members, and that the situation is different and the 
requirements would be different in agricultural areas 
than in some of the urban areas for various reason. 
SO, any one set of regulations might work hardship on 
certain classes of unions. 

MR. FROESE: That’ is correct. 

THE CHAIRMAN: And if you tailored your 
liquidity level on the lower scale then it would not 
protect the unions that should have a higher liquidity; 
in other words, you would have to have several sets 
of regulations? © Is that the point? 

MR. WIEBES That’ is right. 

MR. FROESE: I think that is also another 
reason why you have some large centres in the provinces 
and small centres in other provinces where you have the 
liquidity requirements. 

COMMISSIONER GIBSON: If you make*a loan to 
a member in your community -- and the proceeds of this 
loan come back to you from the purchase of shares or 
deposits by other members -- to pay:for perhaps the 
down payment on a washing machine or farm equipment, 
you get that money back: is there anything from 
preventing you from lending that money again? In other 
words, at any given time you say that you have to keep 
so much cash and so much liquidity ...? 

MR. FROESE: I think you are quite free to 
lend that money. We know approximately how much money 
we need as a liquid requirement in our operations, and 
that is what we are getting. 


COMMISSIONER GIBSON: You are really only 
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concerned about coming out at the end of the year with 
a good liquid position? 

MR. FROESE: Normally, we have a very good 
liquid position at the end of the year. 

COMMISSIONER LEMAN: Mr. Froese, in paragraph 
two at the top of page four, you state that the Winkler 
Union is one of those in that group that has the 
chequing facilities: how does it work? Have you made 
an agreement with the bank to let this collection 
system work out? 

MR. FROESE: We have to have clearing 
arrangements with the bank. 

MR. WIEBE: . Yes, it.is,a local arrangement 
with our bank in Winkler; they are our clearing bank 
for a fee. 

COMMISSIONER LEMAN: And this is not 
reciprocal; in other words, none of the cheques are 
drawn on the bank -=- would you cash a cheque drawn on 
the bank? 

MR. WIEBE: Yes, but we do not receive a fee 
for it. We just re-deposit it. 

COMMISSIONER LEMAN: So, except for the fee 
system, the agreement is on the full reciprocity basis, 
is it? 

MR. WIEBE: Yes. 

COMMISSIONER LEMAN; A little further down 
in paragraph four you say your union has found it 
useful to call in a firm of chartered accountants to 
examine your records "every few years"; is this 


regular or on request, or what? 
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MR. FROESE: We have done this for some 
i time now, where we have chartered accountant audits 
. every other year. We prefer to have these. I am not 
Ls 


saying the government is not doing a good job, but we 

6| have found from past experience when credit unions get 
7 into difficulty the government ‘audit is not recognized, 
gi and therefore the chartered accountant audit has to be 


made at that time. So, in order to be safe, we do have 


9 

am a chartered accountant every other year or so. 
COMMISSIONER BROWN: Do you not do it ona 

~ regular basis? 

12 MR. FROESE: We have been doing it on a regular 

13| basis for some time now. I think there was oné occasion 

14|| when we skipped two years. 


15 COMMISSIONER LEMAN: Perhaps I didntt hear 
16| you clearly: what are the benefits you have found by 


experience from this audit? 


17 
MR. FROESE: From the chartered accountant 
18 
audit? 
19 
COMMISSIONER LEMAN: Yes. 
20 


MR. FROESE: I think they give us a better 
21 analysis on loans. They go through ail“the loans with 


22| the committee and they are analyzed and they report 


back to the board. Other than that, I don't think there 
is so much difference. 

MR. WIEBE: I would like to add that we feel 
there is a different viewpoint than the viewpoint of 
the government accountants, and that it is beneficial 
from the point of view of good business practice, and 


we have appreciated their services very much. 
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COMMISSIONER LEMAN:: The chartered accountants' 

F firm.never raised this question of the liquidity with 
¢ you? .Has it been discussed quite thoroughly? 
) MR. FROESE:. It has never been brought to our 
6|| attention in the way of criticism.at all. It most 
7| likely has been discussed, but that is as far as it 


has gone. JI think as far as the government audit is 


8 
> concerned, we all know that they do not have chartered 
accountants, employed by the government in auditing. 
10 
MR. WIEBE: There is one other feature: our 
11 


members are used to getting annual audited statements, 
12| and it is impossible for the government supervisors to 
13] be around just at the year end because they have to do 
14|| alot of audits, and in this way we are able to get a 
15) year end statement at least every other year from the 


chartered.accountant,firnm,,...that+is-the,statement we 


16 
present to the members; and we feel it is quite 
17 
important they get one. 
18 
COMMISSIONER BROWN: You are satisfied with 
19 


these every other year? 
MR. FROESE; Well, so far we are satisfied. 


We might eventually come to the point where we will 


have a chartered accountant audit,every year. lt is 
up to the members to decide. 


COMMISSIONER BROWN: . I notice among your 


loans, there are forty-four loans for business purposes: 
about how many business members do you have? You 
apparently have at least forty-four? 

MR. WIEBE: Oh yes, there are quite a few 


small business people -- individual enterprise people 
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who are in business by themselves, and also some small 
stores in the rural area south of our community. These 
people are classified as business loans, and they could 
be classified as personal, 1 suppose. 

COMMISSIONER BROWN: And they are businesses 
that keep an account with you regularly? 


MR. WIEBE: Yes. 


COMMISSIONER BROWN: And this is where the 
re-depositing comes in? 

MR. WIEBES fete! 

COMMISSIONER BROWN: Could we look at 
Appendix B: in 1953 and 1954 there was quite a 
reversal. Apparently a lot of deposits were turned 
into share capital: presumably this was done as the 
result of an educational campaign of some kind, or 
did you want to put the money out on longer term? 

MRe WIEBEs,.. If you,go still further back, 
in 1948 you will see that most of the money is on 
deposit. 

COMMISSIONER BROWN:. That is right. 

MR. WIEBE: And at that time it was the 
policy of the Board and management not to make a : 
distinction between shares: and,deposits..*Later on, 
when we embarked on an educational programme, we 
stressed the fact that the shares were the permanent 
savings of the members, and deposits were strictly on 
a temporary basis, and we also changed the interest 
rate, and back in 1948 the interest was the same for 
deposits and shares;. later on it was four per cent 


on shares and two per cent on deposits. Of course, 
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that accounts for the big switch. 

COMMISSIONER BROWN: Does the chequing 
privilege apply in both? 

MR. WIEBE: No, just on deposits. 

COMMISSIONER BROWN: Can you give us an 
estimate of the total turnover of deposits? 

MR. WIEBE: The deposits turn over approximately 
once a month. We have usually around <3} 500 thousand or 
3000 thousand on deposit, and the receipts are usually 
around that figure and the disbursements also. 

COMMISSIONER BROWN: Thank you. 

THE CHAIRMAN: That, then, concludes the 
hearing on these briefs before us. I wish to thank 
you very much, gentlemen, for your very valuable 
assistance. 

MR. SEYMOUR: Mr. Chairman, may I thank you 
and through you the members of your Commission for 
the courteous, considerate and patient hearing given 
to the Credit Union League of Manitoba Limited and 
the Co-Operative Credit Society <of Manitoba Limited 
today. I mentioned when I first spoke to you earlier 
this morning how appreciative our organizations were 
that your 6ommission would permit them the time to 

make the presentation. JI want the members: of your 
Commission to know that not only do our organizations 
appreciate having been given the opportunity to make 
this presentation, but as well the courteousy shown 

to us by the Commission which has made our being here 
most pleasant for all of us, and,we trust, » worthwhile 
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to the import/deliberations which your Commission have 
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undertaken. Thank you very much, 
MR. FROESE: May I also add my words of 


appreciation, Mr. Chairman, for giving us your 


’ valuable time. 


THE CHAIRMAN: Thank you very much, 
gentlemen. The Commission will now adjourn iand the 
next meeting will be held in the City of Toronto on 
Thursday of this week at 9:15 asm. in the Senate 


Chamber at the University of Toronto. 


(Page 1070 follows) 
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TO 


ROYAL COMMISSION ON BANKING AND. FINANCE 
SUMMARY ON BRIEF OF CREDIT UNION LEAGUE 


3 OF MANITOBA LIMITED AND CO-OPERATIVE 
CREDIT SOCIETY OF MANITOBA LIMITED 


4 
5 April 9th, to llth, 1962. 
6 
The Credit Union League of Manitoba Limited and 
, Co-Operative Credit Society of Manitoba Limited submit the 
8 attached brief for your consideration, 
9 We have outlined our objects and purposes, our corporete 


10|| organization, our relationship with others, and our inter-relationship | 


11 with each other. 


Our purposes are to furnish each other credit at eost. 


12 

| We have outlined in our submission the methods, practices and 
13 | 

| policies we employ to achieve this result. 

| 
"= Credit Unions were born not only to encourage thrift 
15 


and savings, but to fill the credit needs of small borrowers. 


16 || These needs were not being adequately satisfied. The result of the 


17 | inadequacy was that exhorbitant interest rates, fees and charges 
were exacted for the use of credit by those who took advantage of 

the lack of service and credit facilities, or that the small borrower 
could not get a loan at all. Credit Unions hoped by the use of the 


‘small savings of many to furnish loans to members at a reasonable 
| 


cost. In this they have been successful, and while Credit Unions do 


not im one sense regard themselves as being in competition with banks 
and finance companies, whose policies do not determine nor unduly 


influence Credit Union policy, yet in another sense Credit Unions may 


We draw your attention to the proud record we have in 
anitoba that no Credit Union member has lost money in his investment 
n a Credit Union, a record of which we are very conscious and very 


nxious to preserve. 
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We feel that the present Government audit and 
regulations are adequate for the protection of ourselves and our 
members. We do not deal with the public generally. Our operations 
are confined to our membership. 

We recognize that safeguards that appear to us 
today as adequate and satisfactory may appear tomorrow as 
imperfect and outmoded. Accordingly, while our safety precautions 
have proven in the past as sufficient, yet we are continually seeking 
ways to improve our operations and the assurance that our members 
have that their savings are secure. Our funds are used primarily 
for loans to our members and our losses are remarkably low. Our 
brief discusses the reasons for this as it also discusses factors 
influencing the growth in numbers of Credit Unions and in the amounts 
of their assets. 

The percentages of cash and liquid reserves are not 
governed by law in Manitoba. The average cash and liquid reserve ratio 
is 15% but the desirable reserve ratios vary as between Credit Unions. 
A larger cash and liquid reserve ratio is required where a Credit 
Union serves a business community or operates a "chequing" service. 
Co-Operative Credit Society of Manitoba Limited acts as a central 
place for Credit Unions and Co-Operatives to deposit funds, which 
they do not need immediately and from which to borrow funds if 
members needs exceed the cash available. Co-Operative Credit Society 
of Manitoba operates on the basis of keeping within the cash and 
liquid reserve ratios as established under the Federal Co-Operative 
Credit Societies Act. 

Our Brief notes the relationship between Credit Unions, 
the Co-Operative Credit Society of Manitoba, and the banks, and notes 
that while Credit Unions can operate without banking facilities, if we 
speak of a very limited service, yet by the use of banking facilities, 
Credit Unions are enabled to give a much broader service to their 
members. Ovr Brief discusses loan policies, rates of interest chargad, 


and notes that the interest rate on loans is not set by reference to 
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competition but to the fundamental Credit Union principle that all 
surplus is returnable to borrowing members in the form of a rebate 
of interest with the objects of giving credit at cost and paying 
a reasonable return to saving members, 

Members are not encouraged to borrow just because the 
Credit Union has available funds. Our purpose is not primarily to 
make full use of all our funds at all times in order to make a 
maximum return on our capital, but is to service as fully and 
economically as possible our members‘ loan needs for provident or 
productive purposes. To achieve this object Credit Unions may at 
times have substantial cash and liquid reserves on hand and at other 
times may have to borrow from the Co-Operative Credit. Society of 
Manitoba or its bankers, money to reloan to members, Credit Unions 
endeavour to keep such borrowings on a short term basis. 

While at the moment a system of deposit insurance does 
not seem to be needed, yet we do not reject the idea as impractical. 
Circumstances may develop which would make it desirable in the 
over-all interest of our members and our community generally. If 
deposit insurance was to be required or made available, we would 
want continued freedom to satisfy all legitimate loan demands of 
our members and not be fettered by unreasonable loan restrictions. 
We know from experience that moderate loans to ow members with or 
without sec :rity which other financial institutions might reject, 
are perfectly justified and will be repaid as these members are 
credit-worthy. 

Our brief notes to what extent we consider ourselves 
as competitive to banks and other financial institutions, and notes 
that our relationship with banks at the local level is pleasant and 
satisfactory. 


Credit Unions and the Co-Operative Credit Society of 


“Manitoba do not regard monetary policy as affecting them to the 


same degree as it affects banks or some other financial institutions, 
Nor do they believe they affect monetary policy greatly. They are 


limited in their dealings to the needs of their members and to the 
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loaning to members of available funds. They are, however, 
indirectly affected by monetary policy as it affects their 
membership generally. 

Our brief notes that 90% of the income from Credit 
Unions is interest on loans and only 10% from investments. It 
gives:an analysis of income and expenditures, 

The League emphasises the education efforts made 
by itself and Credit Unions to encourage savings and thrift. 
Credit Unions welcome the smallest savings. Members sometimes 
save as little as 25¢ at a time. 

The needs of our members have meant that most of our 
funds are loaned out on a moderately short term basis and we do 
not have a large pool of unused funds for long term National 
Housing Act mortgages nor would it be good business for Credit 
Unions to tie up so much money for so long a time. Credit Unions 
should be in a position of being able to fill the loan needs of 
their members for smaller sums and for shorter periods. However, 
if there was a secondary mortgage market in which National Housing 
Act loans could be sold readily for cash, Credit Unions would be 
interested in making and servicing such loans as many of their 
members are in need of them and would qualify. 

Credit Unions consider their proper field of activity 
to be to serve their members by encouraging them to save regularly 
even small amounts and to loan such savings to their members for 
productive or provident purposes. Within its objects and purposes 
the Credit Union should particularly try to fill the needs of its 


members for credit. 


RECOMMENDATIONS 


We are of the opinion that Credit Unions, being local 
organizations operated under Co-Operative principles, should continue 
to operate under provincial law and regulation, as differentiated 
from Federal law and regulation. We recommend that no change be made 


in the jurisdiction under which Credit Unions operate, 
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We recognize that Credit Unions are of comparatively 
recent development, and that they are relative newcomers when 
compared to the banks and some other financial institutions. 

They were born out of need, and the failure of the then existing 
institutions to satisfy the requirements of those who became Credit 
Union members. We also recognize that since 1937, much progress 

has been made by Credit Unions in servicing members, and that 
methods have been improved consistently. Recognizing the great 
advances made since 1937, we expect the future holds a like 
progressive growth and improvement in Credit Union practice. We 
hold ourselves open to suggestions for improving the methods of 

our operation and our services, and our relations with other members 


of the public and the business community generally. 
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1 
2 TO THE 
3 ROYAL COMMISSION ON BANKING AND FINANCE 
4 A Brief Presented by: 
-) 
6 CREDIT UNION LEAGUE OF MANITOBA LIMITED 
7 
and 
8 
9 CO-OPERATIVE CREDIT SOCIETY OF MANITOBA LIMITED 
10 
Winnipeg, Manitoba, 
ad April 9th - llth, 1962. 
12 
PURPOSE 1. Credit Union League of Manitoba Limited and the 
ie Co-Operative Credit Society of Manitoba Limited present 
14 this brief on the history, purpose, operation, and place 
15 of Credit Unions, the League, and the Society in Manitoba. 
16 Our purpose is to be of assistance to the Commission in 
gaining knowledge and understanding of ourselves and the 
V7 Credit Unions of Manitoba. We hope our Brief will 
18 contribute to a more complete assessment of the many 
19 important matters within the Commission's terms of reference 
and to the better discharge of the Commission's most onerous 
a and important public responsibilities. 
21 


WHAT A CREDIT rae In Manitoba, a Credit Union is a Co-Operative 


22)|| UNION IS 
Credit Society incorporated under Provincial law, its member 


23 being already united by some common bond, such as common 

24 employment, trade, labour union, nationality, religion, 

25 fraternal order, or place of residence, 

26 || WHAT THE 3. The Credit Union League of Manitoba Limited is a 

LEAGUE IS 

7 corporation incorporated under Provincial law, its members 
being Credit Unions banded together for furtherance of their 

= common interests and benefit. 

29 | 
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1 
2 
3 
WHAT THE 4. The Co-Operative Credit Society of Manitoba 
4| CO-OPERATIVE 
CREDIT SOCIETY JLimited is a corporation incorporated under Provincial 
Is 
5 law, which took over an earlier organization known as 
6 "The Credit Union Federation of Manitoba" and as well © 
4 the "Manitoba Central Credit Union Society Ltd." The 
Co-Operative Credit Society of Manitoba Limited receives 
8 money on deposit from and loans money to its members (or 
9 from and to corporations, societies, and associations of 
10 which it is a member). 
11 || NUMBER OF as As of January Ist, 1961, there were 236 active 
CREDIT UNIONS 
12 Credit Unions in Manitoba, Of these 166 were members of 
the Credit Union League of Manitoba Limited, and 203 were 
13 
members of the Co-Operative Credit Society of Manitoba 
14 Limited. 
15 | 
NUMBER OF Gs Some 42 Credit Unions are members of a newly 
LEAGUES AND 
16] THEIR organized league called the Credit Union Federation of 
| MEMBERSHIP 
17 |i Manitoba Ltd., and some 38 Credit Unions (mostly with French 
18 speaking members) are not members of a league or federation 
but have their own central organization, the "Caisse Central 
19 | 
de St. Boniface Credit Union Society Ltd." We speak only fo 
20 | ourselves, the Credit Union League of Manitoba Limited and 
1 the Co-Operative Credit Society of Manitoba Limited, and the 
| group of 166 Credit Unions which are members of the League 
22 | 
i and the group of 203 which are members of the Society. We 
| Cre 
23 | do not represent ourselves as speaking for the Credit Unions 
24 | affiliated with the Credit Union Federation of Manitoba Ltd. 
25 | or those affiliated with the Caisse Centrale de St. Boniface 
| . 
| Ltd, We draw attention to the fact that many Credit Unions 
26 | 
| are members of both the Credit Union League of Manitoba Limited 
27 | as well as the Co-Operative Credit Society of Manitoba Limited, 
28 | 
29 | 
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1 
2 
CREDIT UNION ie As set out by Statute, the objects and purposes 
OBJECTS AND 
3|| PURPOSES of Credit Unions are found in The Credit Unions Act, R.S.M. 
4 1954, Chapter 54, Section 4. (See Appendix "A"), 
5 8. As commonly understood by Credit Union members, 
y 
6 Credit Union members have these objects and purposes, which 
they strive to achieve by co-operative effort through their 
7 
Credit Union: - 
8 (a) To teach and encourage the habit of thrift by 
9 providing a safe, convenient, and attractive medium 
10 for the investment of their savings and provide 
them a fair return. 
11 
(b) To help each other in the matter of handling 
12 their own finances and to help and guide each other 
13 to live within their means. 
14 (c) To eliminate usury, establish productive 
credit, and increase their purchasing power by 
15) 
enabling each other to borrow for productive or 
16 provident purposes at a reasonable rate of interest 
(d) To develop sound business methods and practices, 
17 
and to train new members to assume responsibility 
18 
in the society for its continued preservation, good 
” operation, and management. 
20 | 
LEAGUE OBJECTS 9. The objects and purposes of the Credit Union 
1 | AND PURPOSES 
League of Manitoba Limited as provided by its Letters Patent 
22| are set out in Appendix "B". These reflect the wording of 
23 the Statute under which it is incorporated, being the Credit 
Unions Act, R.S.M. 1954, Chapter 54, Section 71A. 
24 | 
25 | 10. As commonly understood and accepted by league 
members the objects and purposes of the Credit Union League 
26 | 
ef Manitoba Limited are:- 
27 (a) To promote the organization and development 
28 | of Credit Unions in the Province of Manitoba and 
79 | to encourage co-operation among Credit Unions, 
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2 (b) To provide information regarding Credit Unions and 
their method of organization and operation and to foster 
3 
by every lawful means the common good and welfare of 
4 credit unions. 
5 (c) To promote, sponsor and authorize the organization of 
6 Chapters of Credit Unions for the purpose of furthering the 
education programs of the League and of the Credit Union 
7 . 
movement, 
8 (d) To improve the internal management of Credit Unions 
9 and co-ordinate their operating methods and practices. 
10 (e) To maintain a high standard of Credit Union organiz- 
ation, operation and supervision. 
11 
(f£) To represent its member Credit Unions before 
12 legislative and other authoritative bodies. 
13 (g) To be and act as the liaison between Manitoba Credit 
14 Unions and other provincial or national groups on any 
matter of interest to Credit Unions. 
15 
(h) To establish and maintain such services and business 
16 activities as may from time to time be deemed necessary to 
17 the effective operation of Credit Unions and of the League. 
18 CO-OP CREDIT 11. As provided by its act of Incorporation, S.M. 
SOCIETY 
19 OBJECTS AND 1950, Chapter 105, the objects and purposes of the Co-Operative 
PURPOSES 
Credit Society of Manitoba Limited are contained in Appendi 
20 
"C'', being Section 5(1) of such appendix. 
21 
12. As commonly understood and accepted by its membersi, 
22 
the objects and purposes of the Co-Operative Credit Society 
23 of Manitoba Limited are;- 
24 To receive money on deposit from and loan money 
95 | to its member Credit Unions and Co-Operatives. 
26 || CREDIT UNION 13. The Credit Union idea originated in Europe, came 
HISTORY 
27 | to Eastern Canada, from which it spread to the United States 
In Western Canada, the first Credit Union was organized in 
28 | 
1911 at St. Jean Baptiste in Manitoba. It was never 
29 
30. 
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incorporated, but operated successfully for over ten years 
and had a membership of over one hundred. The founder was 
Reverend Father St. Amant, who was eventually transferred 
elsewhere and the Credit Union was wound up, resulting in a 
worthwhile return to its members. 
“Our mistake was not to have prepared someone 
capable of taking over the operations of the 
Society" 
wrote Father St. Amant, in discussing the reasons for the 


winding up of the Credit Union. 


14, In 1937, provision was made by Provincial legis- 
lation for the chartering of Credit Unions. The first 
incorporated Credit Union in Manitoba was "La Caisse 

Populaire de St. Malo Credit Union Society Limited". In 

the first two years, there were some nineteen Credit Unions 
established, with some 2,400 members, and $50,000.00 of assets 
In the early stages there were probably varied reasons for 

the growth of the numbers of Credit Unions. In some groups 

of employees, there was the problem of unconscionable ee fn 
lenders, who were known as loan sharks, and who loaned small 
amounts of money at interest rates of over 100% per annum. 

In other instances, people who otherwise could not get loans 
pooled their savings, and out of the small amounts collected 
from the group loaned money to some of their members who could 


not have been accommodated elsewhere, 


15. With the growth in numbers of Credit Unions, the 
officers formed themselves into a joint committee to consider 
Credit Unions forming a Credit Union League and to consider 
the forming of a Central Credit Union.. By 1943, the joint 
committee had assembled the necessary information, had 
drafted by-laws for a Credit Union League, and a meeting was 
held in Winnipeg to establish such a League. About sixty 
Credit Unions were then in existence. Originally, the 


Association was called The Credit Union Federation of Manitoba 
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1 
2 and at the same time the Committee decided to set up a 
3 Central Credit Union, so there were two organizations, 
4 the Federation established to take care of the promotional 
and educational work of Credit Unions, and the Manitoba 
; Central Credit Union Society Ltd., to take surplus funds 
6 of Credit Unions which had monies they did not need, and 
‘ loan them to other Credit Unions who had applications for 
8 loans exceeding their resources. 
Q [INCORPORATION 16. In 1949, it was decided to amalgamate the two 
10 : Me shornry organizations in the expectation of greater efficiency, and 
in 1950, the Co-Operative Credit Society of Manitoba Ltd. 
1 was incorporated by Special Act of the Legislature, which 
12 took over the Credit Union Federation of Manitoba and the 
13 Manitoba Central Credit Union Society Ltd. (See Appendix "C"). 
14 ON FOR i7. As Credit Unions are basically a co-operative 
IVISION OF 
15G0-OP CREDIT enterprise, it was the feeling of many co-operative groups 
IETY AND 
STABLISHMENT in the Province that Credit Unions should be associated more 
16QF LEAGUE 
directly with the co-operative movement. With the passing of 
17 the years, the co-operative movement became a very important 
18 part of the amalgamation. Indeed, the Central organization 
19 became known as the Co-Operative Credit Society rather 
than the Credit Union Central. For a few years this worked 
=" well, but on the establishment of the Canadian Co-Operative 
21 Credit Society, changes had to be made. The Canadian 
518. Co-Operative Credit Society contemplated a membership 
23 composed of the various Co-Operative Credit Societies and 
Credit Unions across Canada, In order to function on a 
xg national basis, it came under certain Federal regulations, and 
25 the Co-Operative Credit Society of Manitoba Limited did not 
26 fit into the pattern established as a requirement cues 
27 membership. The Co-Operative Credit Society of Manitoba 
Limited was supported by membership dues and as well owned 
< assets of a type which did not come within those recognized 
29 by the Federal authorities. In order for the Co-Operative 
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Credit Society of Manitoba Limited to qualify as a member of 
the Canadian Co-Operative Credit Society it became necessary 
to divide its functions, and somewhat restrict its operations 
The Credit Union League of Manitoba was organized, to take 
over from the Co-Operative Credit Society of Manitoba Limited 
certain of its work which was considered under the Federal 
regulations as being of a type which would not normally be 
expected of a Co-Operative Credit Society, and as well to 
take over those assets which were not recognized by the 
Federal authorities, The Co-Operative Credit Society of 
Manitoba Limited remained as the same legal entity with the 
Same powers, but no longer collected dues from its members, 
and no longer acted as the educational branch of the Credit 


Union movement. 


18. In Manitoba Credit Unions are organized on a 
provincial basis in Credit Union organizations called 
Leagues or Federations, which themselves are chartered under 
provincial law. A group of Credit Unions of ten or more in 
number are entitled to apply for incorporation as a league 
or federation. The Credit Union League of Manitoba Limited 
is the largest of the two leagues presently chartered in 
Manitoba. The Credit Union League of Manitoba Limited is 
organized in geographical divisions, there being seven such 
divisions. Each division is entitled to elect one director 
plus additional directors depending upon the number of Credit 
Unions in that geographical division. (See discussion on 


Membership and Election of Directors in Paragraphs 34 to 36.) 


19. The Co-Operative Credit Society of Manitoba Limited 
is also organized in geographical divisions so as to repres- 
ent fairly its co-operative and credit union members through- 


out the whole area of the province. 
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20. The regional operation of the Credit Union League 
of Manitoba Limited is chiefly along educational and promo- 
tional lines and for the purposes of electing officers to 
the league itself. The regional operation of the Co-Operativ 
Credit Society of Manitoba Limited is chiefly for the purpose 
of electing directors so that a cross-section of its members 


throughout the province will have representation. 


21. All Credit Unions in Manitoba are not members of 
a league, but the great majority are members of either the 
Credit Union League of Manitoba Limited or the Credit Union 
Federation of Manitoba Ltd. The Credit Union League of 
Manitoba Limited is a member of the National Association of 
Canadian Credit Unions (referred to as NACCU) and is also a 
member of the Credit Union National Association (referred to 
as CUNA). While CUNA operates chiefly in the United States, 
it also serves Canadian leagues. CUNA‘s operations in 
Canada sre divided into two geographical divisions, the four 
Western provinces being one and the rest of Canada the other. 
The National Association of Canadian Credit Unions (NACCU) 

is relatively new. CUNA on the other hand is well establishe 
and serves various Credit Union Leagues in a manner somewhat 
similar to that in which the League serves its Credit Union 
members. The League pays dues to CUNA. CUNA operates 
services for Credit Unions which are available to the League 


and its member Credit Unions. 


yaihe Membership in a Credit Union is confined to the 
group mentioned in ite charter, but within these groups there 
is no discrimination on the grounds of race, colour, or 
creed. The Credit Unions Act provides cnat, in order to 
become a member, you must be elected to membership, pay the 
entrance fee prescribed by the by-laws (usually 25¢) and 
subscribe for at least one share (to the value of $5.00) and 
pay the initial instalment on it (usually at least the sum 


of $1.00). Membership can also be gained by an organization 


augeas anoint) stbex0 edi to nohss3zaqo Innolget oT los 
somotg bas fgrolisoubs grolse yfteldo st bosinkd sdestash to 
- 99 Broattte gnitsele Jo sseoqawg sd x02 baa pentl Lanoks 
idateqd-oD sid to aoltexsge femoiges siT .tf{sadt eugneal of3 
eogwg Sd3 toi (Liekdo et bedtmid sdosinah to yetode tkbex) 
sisdmem 43k 20 noljose-s80%5 5 tadt of ervosoatlb grisoels to 


“noiteiiseatqay sved Iltw somkvozg eft syofguowdts 


to eaedmon Jon sts edotianM at enolnU stbex) 1A tS 
eit wediaks ico exsdmam 958 yiizolam I89%8 add tud ,sugeel a 
goin! Jibex® eft so betlmki sdodiasM io sugsel nolny 3ibex 
So ergesl molnU sibexd oft bax sdodinaM 3o nolisrsbst 

go goliaiooeaA Ianckish oi2 to ssdwom 5 ai badimid sdoslosM 
3 osfs al baa (USDAH ss o3 hatreist) esoiaU jibe astbansd 
o4 berrsiet) sotsatooeedA Isgolie colo Jibsyd of3 to sedmei 
,seaas2 basta od sk 4 ayius asdaveqo AUUS sikdW .(AMUD 82 
nt emotietsgo eB 'AMUD .eeugnel eskbansd sovtse owls #5 

qwot ada (anoleivib [avidqaigosg ows ojal Pebivib s18 tian 
.aendo odd absnsd Io Jest sf3 bra ono grisd ssontvorq asz2oW 
(H90aM) anoint! ibe naibensd to noljaksoseA Ismolsatl oAT 


vefieiidates tfLow at bra tendto oda 10 AMOD .won Yfovisalss ek 


| jedwemoe isons x al ssugent rote siber? avoluev sewitse bers 
nota’ $tbs1D ett aevise suges! sit doldw st sad of seliots 

gsieraqo AMUD- .AMUD of soub eye asgasl eff .,etedasa 
augnal ef? of sfusitava ox doldw anolat tibex) 10k sooivies 


snore! sibei sedmen eat has 


ed3 02 beatimos ai nolal! skbsx & vi gqhistodmsm SS 
| eveds aquotg seadi aldaiw aud ,zedisio ett ok berotinem quoty 


go ,wotos ,998t to ehavexg ed no dofsantalioalb on ef 


| | @& xabxo at 3889 asbivesq 995A enokaU sibexd eff -bestD 
| eito aq qitexsduse 03 betssis od sénm voy , tedmam 6 snc oed 
bos (9¢S yiscau) swalyd ofa yd bedbusassq 992 sonrsi1te 
bas (00.28 io auisv oda o3) sxatin ano Jenol 4a 102 adi yordive 

moe efa Jonel se yffausuy 3t no joonlatent [alstat eds yaq 


soliaxtnegze ne yd bentsg 94 ois and qtderodaoM .(60.18 to 


? 6 é r 
hoon) oe eal 


: WOARL 
GIHSUOITAIER | OL 
WALI FTO 
ANUS GHA 
YWOOAM GHA 


it 
¥ 
&i 


LS 


a 
| c¢ 
2HOLTADTIX.IAUP || EL 
“HeAZaMaM #0% | 


TIGHHS MI 


anor |S 


el AS 


Nethercut & Young 


Jorente, Ontarie A516 
1 
2 
composed for the most part of the same general group as the 
$ Society membership. Subject to similar conditions, other 
4 Credit Unions may also be meinbers. The Act provides that 
5 subject to the right to admit such organizations, membership 
6 shall be limited to groups of persons having a common bond 
of occupation or association or to groups within a small 
7 neighborhood, community, or district, (See Appendix "A"). 
8 
CLASSIFICATION 23. As of January lst, 1961, Credit Unions in Manitoba 
Q ||OF CREDIT 
UNIONS classified by the nature of the common bond in membership 
10 are as follows:- 
11 Active Credit Unions 
2 ASSOCIATIONAL (Clubs and Fraternal Orders, 
Nationality, and Religion) 57 
is OCCUPATIONAL (Common employment, trade, 
14 labour union) 82 
15 COMMUNITY - Urban 8 
- Rural 89 
16 
TOTAL ACTIVE: - 236 
17 Inactive Credit Unions 
18 OCCUP ATIONAL 4 
19 240 
20 (See Appendix "N", Page 2). 
1 CELLED 24. Since 1937 there have been 61 chartered Credit 
IT UNION 
22 CHARTERS Unions which have been wound up. For the most part, the 
reason was the lack of continued interest in the group 
23 starting them, resulting in their really never getting well 
24 underway. Others have been wound up where it was found 
25 that services were being duplicated by another Credit Union 
26 and a second Credit Union was not needed. Still others have 
| amalgamated in the interests of gaining strength and 
27 efficiency. None of the shareholders nor depositors in 
28 these Credit Unions so cancelled or withdrawn have lost 
29 money, although a few are still in the liquidation process 
| _30| 
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and in one case some 10% of the shareholders money is 
still outstanding awaiting collection. It is expected 
that sufficient will be collected to repay all share- 


holders in full. 


23s 166 Credit Unions are members of the Credit 
Union League of Manitoba Limited. Membership is open to 
any Credit Union and any Central Credit Union organization 
incorporated under the laws of the Province of Manitoba. 
Each member has the right to vote by a voting delegate at 


all general or special meetings of the league. 


26. The Members of Co-Operative Credit Society of 
Manitoba Limited consist of 203 Credit Unions and 15 
Co-Operatives. Membership by corporations is confined to 
Credit Union Societies, Associations, Societies, or 
Corporations incorporated or registered under the Credit 
Unions Act, and Part VII of The Companies Act, or companie 
whose business is conducted in accordance with Credit Unio 


or Co-Operative principles. 


2d While there are differences in the operation of 
Credit Unions because of some being rural and others urban 
some being based on an occupational connection, others on 

an associational connection, and still others on a geograph- 
ical connection, yet fundamentally there is no difference in 
principle in the operation. Loan practices may differ in 
that Credit Unions based on employee groups may normally 
expect loans taken more frequently for consumer purchases 

and repayable at pay-day intervals, in contrast to rural 
groups who more frequently require loans for seed, poultry 
and farm productive purposes, with repayment more irregularly 
when the market is ready for what has been produced. More jof 
the rural loans are repaid in one payment whereas most of the 


urban loans are repaid in instalments. 
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2 
NATURE OF 28. The Co-Operative Credit Society of Manitoba Limited 
3 CO-OP CREDIT 
SOCIETY receives deposits from its members which it loans to others 
OPERATIONS 
4 of its membership. It is a place for Credit Unions and 
5 Co-Operatives to save their surplus funds, and from which 
to borrow when they are in need of money. In effect, it 
6 
acts as a central organization through which funds may flow 
7 back and forth from those who have surplus monies to those 
8 who are in a borrowing position. The Co-Operative Credit 
9 Society of Manitoba Limited deals only with Credit Unions 
or Co-Operatives who are members or in which the Co-Operative 
10 
Credit Society of Manitoba is a member. 
11 
CO-OP 29). The acts of incorporation of the Co-Operative 
12 ||CREDIT SOCIETY 
ACT Credit Society of Manitoba and its parallels in Ontario and 
13 Saskatchewan are of the same pattern (See Appendix "'C" - Act 
14 of Incorporation of Co-Operative Credit Society of Manitoba. 
15 See Appendix "H'' - General By-laws, Co-Operative Credit 
Society of Manitoba). 
16 
NATURE OF 30. The Credit Union League of Manitoba Limited has the 
17 |LEAGUE 
OPERATIONS responsibility for the general direction of all phases of 
18 over-all organization insofar as its own Credit Union members 
19 are concerned, including matters of general policies, 
20 | promotion, organization, education, and common represent- 
ation of Credit Unions in matters of mutual interest. (See 
21) 
Appendix "R'). 
22 
DIT UNION oi The responsibility and privileges of membership 
23 |MEMBERSHIP 
SPONSIBIL-~ in a Credit Union are essentially the same throughout 
24 TIES AND 
RIVILEGES Manitoba, The members elect their own officers from amongst 
ya themselves on the basis of each member attending a meeting 
%6 having one vote, regardless as to the number of shares held. 
Proxy voting is not permitted, The members have the right 
27 
| to deposit or purchase shares without limitation on amount 
ral unless restricted by the by-laws. They are eligible to 
29 | borrow with the same rate of interest on personal loans to 
30 | all members, Apart from being a member there are no special 
—— | 
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1 
Z 
2 qualifications to be a director. The members are 
4 encouraged to save regularly, to attend meetings and to 
5 take an interest in the Credit Union, and particularly 
to assume an office where the membership thinks such a 
G member is qualified. A member is encouraged to talk 
7 over his financial needs with the Credit Committee or 
8 the Manager. These is nothing to require the member to 
9 borrow from a Credit Union if he can get the money elsewhere 
on equal or better terms. In fact, Credit Unions sometimes 
10 recommend to applicants for large loan amounts or long term 
11 loans that they borrow money elsewhere, such as from banks 
12 or mortgage companys, where the borrowers cost may be less 
because of the size of the loan and the security available. 
ZA If it appears to be in the interests of the member to borrow 
14 elsewhere, the Credit Union give him the best advice aw 
15 guidance of which it is capable. If it appears to be in 
16 the interest of the member who may perhaps already be 
heavily involved with finance companies, conditional sale 
a payments, and lien notes, that his accounts be consolidated, 
18 the Credit Union may pay off the others who have financed 
19 such member, and have the member make one payment to the 
90 | Credit Union rather than numerous scattered payments. The 
guiding principle is the good of the member, and the member 
a has a free choice to do as he pleases. 
22) co-op CREDIT 
SOCIETY 320 The Co-Operative Credit Society of Manitoba Limite 
23|| MEMBERSHIP, 
RESPONSIBILITY, has a function in dealing with its member Credit Unions 
& PRIVILEGES 
24 and Co-Operatives which might be compared to the functions 
25 | of the local Credit Unions in dealing with their individual 
6 members. Membership in the Co-Operative Credit Society of 
| Manitoba Limited is by Credit Union Societies or Co-Operativels 
- | rather than by individuals, The Co-Operative Credit Society 
28 | of Manitoba Limited receives the surplus funds of Credit 
29 | Unions and Co-Operatives and makes loans from this fund to 


its members having a demand for money, The responsibility 


>! 


et erodmam siT .tosoo7tb £ od o3 enol jsotiilsup 

03 brs aguiisoem basdjs 03 faeluged OVBS oj bogsxveons 
(iasivoks 156g bas ,noinl jibe els a aeotsial ms sided. 
s dove anidd qidexedmem ofa otorlw s9ttio ne simeaen OF 
igi 03 begstvoons 2h tsdmem A .botiiisup e1 todmom 

40 gs33inmoD 3ib879 ofa daiw ehson {nionsat? 2iff xsvo 
od xedmom ods stiupsr o3 gaiddon ei svat .tazensh orld 
sxsrweefs ysnom od 39g m9 of 4% woiaU atbsx0 s sort wousod 
aomtjemoe emoinU aibe13 ,.35si nl .aniisd asiiod 10 [pups no. 
mye3 gnol so ai3nvons nsol gs1ei yol einsoilgqys 03 brsmnosst 
siicsd moxt? 268 dove ,siTsdweels yssom wourod ysis tsd2 ensol 
2eol od yam 3205 erswostod oft siofw ,aynsqmoo sysgizom 7 
veldstisvs yotiws5e eft bas neol sil3 jo aste odd lo sevsosd 
wortod o3 wedmsm sla Yo adeotsIni sili ol od od etseqgs 2i i 
bis ooivbs Yeed afd mid ovig notnU atbs70 ofl _stedweets 

nt sd o3 eveesqgs 32 21 = .Sdeqeo et di doidw to sonsbivg 

ed ybsotis eqedzeg ysm onlw xredmem eid lo tesi9dnt sd3 

sisa Isnotitbnos ,29insqmoo oomanii diiw = ylivsord 
,betebiloenes sd asnuoso0n aid Jsdy ,2otdon meil bas ,2anonyag 
beonsnit sved odw avedio edd tie ysq yen nolaU aibsao ods 
sid of jdasmysq sno silsm asdmom ond eved bone , tedinem dove 

siT .etnemyeg boretisce avotemua mens todipa nota sibs 
sedmen sf3 boa ,tedmem sds to boos ons at aiqionitag gnibivg 


.2sesorq of an ob 03 satodo sexi 5 ead 


petimbd sdodine!! to yretoe? s3ibexD svitszeqO-02 sAT Jss 


anotaU itboerD tadmam eit dziw anitash mi nolioayi s end 
anoljonut ety o3 bsasqmoo sd jsdgim dotdw aovidarsq0-99 bas 
feubtvibat tiodia dikw gatissh nk apotinU tibsxD Isoo0l sd2 io 


<_ 


ystooe jibexD eviistsqd-00 sia oi gtdersdmeM .aisdiom 


» 


r3g0-09 so seiveloo® notall 2ibex) yd at bestmi! sdotinsh 
(akoe® atbex0 ovisniag0-od od .ofaubtvibnl yd nsdd todisx 
jtbexo io about sulqave of eovisosx betimtt sdodinsM io 
! a <= aidd mori enpsol eerigm be asviisr9g0~00 bra enotau 


. anived exodmsn e351 
ae 


Perish 


[ 
| 


is 

a gnc Hs 

TIGI® aie - 
ee | 


PACT TAREAOT 


ea0MIIVIAY 3. 


~— aw % 


) LEAGUE 
MEMBERSHIP , 


'RESPONSIBILITIES, the general by-laws provide that the ultimate power and 


iU.& PRIVILEGES. 


19 ee 
IRECTORSHIPS 
& COMMITTEES 


for its operation rests on a Board of Directors elected by 
members at a general membership meeting. The directors 

elect a Credit Committee who pass on applications for loans. 
Each member is permitted to send a delegate to the meetings 
of members, each delegate present being entitled to one vote, 
no proxies being permitted. (See Appendix "CC", Sections 6 


and qo) | 


Sore While the League is governed by its directors, yet 


authority of the league is vested in the annual meeting 
which may review any acts of the directors or any committee, 
or any officer, and may reverse decisions made by the Board 


or of such Committee or Officer. A member Credit Union is 


assessed annual dues, the amount being $1.10 times the 
number of its members sixteen years of age and over. The 
rate is fixed at the annual meeting of the members of the 


League a year in advance. If a Credit Union fails to pay 


its dues two months after due, its membership in the League 


is suspended unless the Board of Directors otherwise directs. 


34. The Credit Union League of Manitoba Limited is 


governed by a Board of Directors elected by its member 


Credit Unions and the operations of the Board for the purposes 


of efficiency are broken down into several committees. The 


league functions. The members of the Committees do not need 
to be directors, but the Board of Directors can and do make 
appointments from Credit Union membership generally, of 
persons whom it considers competent and willing to serve on 
committees. The names of the committees will indicate their 
function. There is the Policy and Legislation Committee; a 
Budget and Dues Committee; an Education, Organization and 
Public Relations Committee; a House Committee; and an 
Executive Committee which acts as well as a Liaison and 


Board of Directors appoint the Committees through which the 
i} 
Convention Committee. 
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Adel 


SIS x The number of the directors of the League may 
vary depending upon the number of Credit Unions to be 

represented, For the purpose of the operations of the 
League the Province is divided into seven geographical 
divisions. The Board consists of thirteen directors 
elected from these divisions, one director for each 15 

Credit Unions or major fraction thereof in each division, 


with a minimum representation of at least one director 


from each division. 


36, A Director of the League must be a shareho:cer 


in a Credit Union that is a member of the League. 


Mle A Board of Directors is elected to manage the 


affairs of each Credit Union. Each member of the Credit 


Union who attends the meeting is entitled to one vo'tc, 


| 

| 
(See Appendix "F" for composition, function and respons- 

| 

| 


ibility of Directors, and Management of Credit Unions.) 


Shes A hboird of Directors is elected to manage the | 
affairs of the Co-Operative Credit Society of Manitoba 


Limited (See Appendix "C'", Section 8 an< following sections). 


| 


| 


Se The selection of Personnel, Mana,*s and Senio: 


Officers of Leagues «vc Co-Operative Credit Societies is 


done by the Board of Directors. Applications for senior 

positions are advertised and considered by the Board who 

meet with the different applicants. The Board chooses for 
els 


the position the person who in the opinion of the majority 


of the joard is best qualified and most suitabie. Employe 
of League and the Co-Gperative Credit Society of Manit 
engaged by lanagement with the approval of 


th 


40. Managers of Credit |) 


to meet together at least once a year, uSvu ’ at conventi 


and exchange intormation and views and discuss cc n 


problems consider : ons which have been dove) d 


“gues are encouraged | 
elsewhere. | 
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TRAINING 41. Employees of the Credit Union League have an 
LEAGUE 
EMPLOYEES opportunity to take a short course of training at the CUNA 
Headquarters in Madison, Wisconsin, U. S.A. 
ADEQUACY OF 42. It is the opinion of the Credit Unions, Credit 
GOVERNMENT 
REGULATION Union League of Manitoba Limited and Co-Operative Credit 
OF CREDIT 
UNIONS Society of Manitoba Limited that the present government 
regulations are adequate for existing Credit Union operations. 
In Manitoba at this time the Government agency conducts an 
independent audit of Credit Union books. Credit Unions have 
as well an internal system of supervision and control, 
particularly their Credit Granting Committee and their 
Supervisory Committee. (See Appendix '"'I" - Credit Granting 
Committee, and Appendix "J" - Supervisory Committee.) 
CREDIT UNION 43, If the work of the internal supervision and control 
SAFEGUARDS | 
AGAINST is too great for voluntary help to handle, an auditor may 
INCOMPETENT , 
QUESTIONABLE be employed to assist the Supervisory Committee. Safeguards 
OR DISHONEST 
‘||PRACTICES have been established to protect Credit Unions from the effect 
of dishonest employees or incompetent and questionable 
practices. Bonding of all employees handling money is 
almost universal, and for the most part is on a basis of 
100% of real assets. The Government auditors conduct regular 
inspections of the Credit Union affairs and bring to the 
notice of the Board of Directors any irregularities. As well, 
the Supervisory Committee investigates the affairs of the 
Credit Union at least four times a year, and the Credit 
Committee passes on new loans. The Credit Unions believe 
that they have taken all reasonable precautions against 
incompetent, questionable, or dishonest practices, but are 
constantly reviewing any further safeguards that may be 
suggested, or may appear warranted by experience. (See 
Appendix "W'' re Bonding.) 
SE OF CREDIT 44, Credit Unions use their funds primarily for loans 


to members. They may own shares in the Co-Operative Credit 


Society of Manitoba Limited and shares in the Credit Union 
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League. If they have {funds on hand not needed by their 
members, they may deposit them with the Co-Operative Credit 
Society of Manitoba Limited, either on a demand or a term 
basis, or deposit them with a bank. They may use funds to 
invest in Trustce Securities under The Trustee Act. They 


use some of their funds for office premises and furniture. 


~ 


CTORS Si, The increase in the savings of members is the 


NGES IN chief factor influencing the change in amount of Credit 
JOUNT OF 


EDIT UNION Union assets. This in turn is dependent upon (a) the extent 
ASSETS 
10 of members participation in the affairs of the Credit Union 
1 and their interest in its operation; (b) the education 
programs; (c) rate of interest; (d) convenience; (e) insurance 
12 
coverage. 
13 
-OP CREDIT 46, Appendix "K'' sets out a surmary of balance sheets 
igbereT ASSETS 
D THEIR USE from 1952 to 1961. Attention is drawn to the comments 
15 contained in the Appendix relating to changes in the assets 
16 and their use. 
17 EDIT UNION 7. There is no cash or liquid reserve requirement for 
SH & LIQUID 
1 QYESERVE Credit Unions under provincial law. Depending on the type of 
QUIREMENTS 
19 D NEEDS membership, the actual reserve requirements of Credit Unions 
vary. Experience has shown that a Credit Union composed of 
20 industrial employees needs less reserve than a rural Credit 
21 Union whose membership is based upon residence in that area. 
22 The reason is probably that the industrial Credit Union member 
has an income by way of pay cheyue at regular intervals, whereas 
23 
the income of a rural Credit Union member may not come at 
24 regular intervals, Accordingly, the industrial Credit Union 
25 may safely operate on a lower cash or liquid reserve than 
26 the rural one, The rural member frequently borrows to increase 
his capital assets, such as for the purchase of machinery, 
27 
| the purchase of which may require somewhat larger sums and 
28 a number of the members purchasing at about the same time. 
29 This requires the Credit Union to have substantial liquid 
30 assets in order to properly service members at such peak 
periods. The needs of industrial employees are spread more 


evenly throughout the vear. 
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CREDIT UNION 48. The average cash and liquid reserve ratios of 
AVERAGE CASH 
& LIQUID Credit Unions in Manitoba is 15%, but it varies greatly from 
RESERVES 
Credit Union to Credit Uniow. In case of a Credit Union 
running low on cash and liquid reserves, whose members 
require loans which the Credit Committee would ordinarily 
approve, the Credit Union may borrow on a short term basis 
from the Co-Operative Credit Society of Manitoba, or its 
bank, and in this way accomodate its members. The amount 
which can be borrowed is limited to the amounts set out in 
the Act. (See Appendix "A'' - Section 41 of the Act.) 
FORM OF SUCH 49. Around 10% of Credit: Union assets normally are 
RESERVES 


CO-OP CREDIT 
SOCIETY CASH 
AND LIQUID 
RESERVES 


RELATIONSHIPS 
WITH BANKS RE 
LIQUID 
RESERVES 


CREDIT UNION 
USE OF BANKS 


cash on hand or on deposit with the Co-Operative Credit 
Society of Manitoba or its bank, The additional 5% is normally 
in securities which are easily saleable, making in all the 


sum of 15% of the total assets. (See Appendix "N", Page 9). 


50. The Co-Operative Credit Society of Manitoba Limited 
operates on the basis of keeping within the cash and liquid 
reserve ratios and requirements of Co-Operative Credit 
Societies as established in Federal legislation under the 


Co-Operative Credit Associations Act. (See Appendix "0" , Page| 3 


- 


ole Credit Unions and the Co-Operative Credit Society 


of Manitoba Limited are customers of banks. Banks are used 


by them 
(a) to keep cash reserves of Credit Unions and 
Co-Operative Credit Society of Manitoba Limited. 
(b) as a source of money when borrowing is 
warranted, 

Bl. If we speak of a very limited service by Credit 


Unions to their members, they could operate without using 
banking facilities, but to do so would seriously restrict 
present day Credit Union operations. Banks are a business 
convenience which enable Credit Unions to give a broader 


service by use of their facilities. Credit Unions also keep 
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1 
2 
money on deposit with the Co-Cperative Credit Society of 
3 
Manitoba Limited, either on demand or on a term basis. 
4 Credit Unions' liquid and cash assets may change depending on 
5 (a) the savings of its members; 
6 (b) the borrowings of its members. 
7 CREDIT UNION 5B). If members require money, and the Credit Union 
RROWINGS FROM 
O-OP CREDIT does not have the necessary funds on hand, and the Credit 
S&ocIETY AND 
ANKS Committee would otherwise be satisfied to approve of the 
9 a 
loans, the directors may borrow from the Co-Operative Credit 
10 Society of Manitoba Limited, or from its bank, and re-loan the 
11 money borrowed to its members. If the directors of the 
12 Credit Union do not wish to borrow, the Credit Union would 
normally encourage further savings from its members and 
13 
restrict new loans uncil funds were available from the new 
14 savings and from repayment of existing loans. 
E & EFFECT 54. The increase or reduction in interest rates is 
OF CHANGES IN 


16 NTEREST RATE not the most important factor and is not used by Credit 


ESPECTING 
17 SSETS Unions to any extent with the idea of either restricting 
borrowings or increasing savings, except (a) Credit Unions 
18 
recognize that the interest paid must be commensurate with 
19 alternative investments, and (b) the Co-Operative Credit 
20 Society of Manitoba Limited has increased the rate paid on 
21 term deposits from its members in the hope of its bringing 
in additional funds. Experience of the Co-Operative Credit 
22 
Society of Manitoba Limited has shown that the higher rate 
23 on term deposits paid to its members increases the amount 
24 of such deposits. 
25 O-OP CREDIT 35%. Usually, most of the money of the Co-Operative 
OCIETY 
26 BORROWINGS Credit Society of Manitoba Limited is out on loan to Credit 
OM BANKS 
27 Unions. An increased demand from Credit Unions for loans 
from the Co-Operative Credit Society of Manitoba Limited 
28 
usually results in borrowings by the Co-Operative Credit 
29 Society of Manitoba Limited from the Canadian Co-Operative 
30 | 
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Credit Society or its Bank. Increased deposits from members 
where not combined with increased loan applications from 
other members result in the Co-Operative Credit Society of 


Manitoba Limited reducing any loans it may have at that time. 


56. Credit Unions and the Co-Operative Credit Society 
of Manitoba Limited do not suggest legislative changes which 
would affect their cash or liquid reserves. The present 
position seems to be reasonably satisfactory. The members 

are themselves responsible for the condition of their Credit 
Union and the Co-Operative Credit Society of Manitoba Limited. 
In this, Credit Unions and the Co-Operative Credit Society 

of Manitoba Limited differ from banks whose shareholders do 
not have as personal or direct control over bank operations 


as have our members over their societies. 


a7. Credit Unions and the Co-Operative Credit Society 
of Manitoba Limited are mt a large factor in securities 
investments. Such securities as are held are for the most 
part those authorized under The Trustee Act and of these, 


there is a preference for short term securities. 


58. The Co-Operative Credit Society of Manitoba 
Limited as of December 31st, 1961, held $163,975 in bond 


investments, roughly 10% of its assets. 


59. The investment policy and responsibility of 

Credit Unions and the Co-Operative Credit Society of Manitoba 
Limited are entirely separate, subject always to the connecti 
which exists in that the directors of the Co-Operative Credit 
Society of Manitoba Limited are representative of their 
member Credit Unions and Co-Operatives, The Credit Unions 
may invest their statutory reserves (that is the reserves 
required by law that be set up to cover the provisions for 
bad debts) in shares of the Co-Operative Credit Society of 
Manitoba Limited. These are considered by the Credit Unions 


to be liquid assets, 
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60. There is no practice of Credit Unions with respect 
to pooling their investment activity apart from their 
connection with the Co-Operative Credit Society of Manitoba 
Limited, nor have Credit Unions by and large relationships 
with security dealers nor is there in Manitoba any particular 
accounting practices with respect to security portfolios 
which are significant for investment policy, security 
portfolios being a relatively small factor in Credit Union 
operations. (See Appendix "'L'"' re Investments of Credit 


Unions). 


61. It might be noted that the policy followed by 
many Credit Unions in Manitoba follows this pattern as to 
how they use their money. 

(a) The savings of the Credit Union members shall 

primarily be invested in loans to members for 

their personal purposes and that such loans be 
kept on the typical Credit Union "revolving fund" 
basis. 

(>) That funds not being used by the members 

should be invested in the Co-Overative Credit 

Society of Manitoba Limited where they can be 

used: 

1. by member Credit Unions which are from time to 
time in need of additional funds to meet the 
demands from their individual members; 

2. by member commercial co-operative enterprises 
on a short term basis only. 

(c) Short term loans may be made by Credit Unions 

to organizations and business enterprises within 

their field of membership, but only area tie 

personal loan needs of the members are provided for 

and only when such business loans are supported by 
tangible security such as that provided by inventorids 


equipment and buildings. 
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62. The standard by-laws of Credit Unions set out loan 
policy as follows:- 
37. The credit committee shall inquire carefully 
into the personal habits and financial condition 
of borrowers. and their sureties to ascertain their 
ability to,repay fully and promptly the obligations 
assumed by them, and whether the loan promises to 
be of benefit to the borrower. 
38. (1) The credit committee shall determine the 
security or guarantors that shall be required for 
each.loan and the terms upon which it shall be 
repaid, 
(2) where the Security compares favourably, 
preference shall be given in all cases to the 
smaller loan. 


(See Appendix "S" re Loans.) 


63. Directors of Credit Unions can borrow from their 
Credit Union. . If the loan exceeds the amount paid up by 
him on his shares, together with the sum he may have on 
deposit, then such loan must be approved of by both the 
Credit Committee and as well by the Board of Directors. 
Similarly, a loan to any officer of a Credit Union has to 
be approved of both by the Credit Committee and the Board 


of Directors. (See Appendix "A", Section 63, Sub-Section 6.) 


64, Credit Unions prefer to loan to the small borrower 
and can only loan for provident or productive purposes, In 
deciding whether a loan should be made, the Credit Committee 
takes into consideration the character of the nember applicant, 
his reliability and personal habits, his ability to repay, 

and the purpose of the loan, Because of the common bond of 
association, apart from Credit Union membership, the Credit 
Committee is in a good position to assess these factors and 

to determine whether a loan is warranted, The average size 

of Credit Union loans in Manitoba is between $500.00 and 


$1,000.00. They usually last for a term of twelve to thirty- 


six months, apart from real estate mortgages, which would 
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65. Credit Unions do not trade in mortgages. Sometimes 
Credit Union members require real estate loans and only to the 
extent that there is such a demand from members are Credit 
Unions interested in this form of investment. It should be 
noted that borrowing for Real Estate purposes is not as large 
a proportion of Credit Union loans as might appear from the 
statistics showing Real Estate Mortgages as a member may 
borrow for a provident or productive purpose and give as 
security a Real Estate mortgage on his home. Such would 

for statistical purposes be shown as a Real Estate Mortgage 
which indeed is the security, but the use of the money by 


the member might have nothing to do with his land or buildings. 


66. Generally, Credit Unions wish to service the needs 
of their members without undue restriction as to the methods 
they deal with their assets and liabilities. If a secondary 
mortgage market was available Credit Unions would be 
interested in placing National Housing Act loans for their 
members. With limited funds at their disposal, and reasonably 
full use being made of these funds, Credit Unions could not 
place such National Housing Act loans safely unless they were 
able to realize upon them if cash was needed. National 
Housing Act loans are generally much larger in amounts than 


those which Credit Unions usually make as personal loans. 


67. The Credit Committee passes on all loans but the 
amount approved must be within any limitation which directors 


policy may set as a maximum on any loan. 


68. Credit Unions and the Co-Operative Credit Society 
of Manitoba Limited are entirely autonomous so far as their 
credit decisions are concerned. Credit Unions may take 
collateral security for loans. No advance exceeding $500.00 
is made unless the borrower furnishes security satisfactory 
to the Credit Committee. The Credit Committee accept 
different forms of security as satisfactory, depending upon 


the circumstances. The chief forms of security taken are:- 
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68.(Cont'd) 
1. Shares and Deposits 
2. Co-makers or co-signers. 
3. Payroll deduction and wage assignemnts. 
4, Chattel mortgages, 
5. Real Estate mortgages. 
6. Assignments or lodging of documents or securities. 
7. Conditional Sale Agreements, 
Also, Insurance policy and pension fund assignments. 


(See Appendix 'M''), 


69), The Board of Directors sets the lending rates 
subject to the requirements in the Credit Unions Act which 
provides that the rate shall not exceed 1% per month on the 
unpaid balance. The rate determined by the directors is 
arrived at in view of past experience and future expectations 
after consideration of the cost of doing business and the 
need of making a reasonable return for the members on 

their savings. The rate is arrived at by application of 
the fundamental Credit Union principle that all surplus is 
returnable to borrowing members in the form of a rebate of 
interest, with the objects of giving credit at cost and pay 
a reasonable return to the saving members. Credit Unions 
normally do not alter the rates in order to encourage or 


discourage borrowing. 


70. The rates charged for personal loans by other 
financial institutions are not a significant factor in 
determining the rate charged by the Credit Union, The 
rates charged by others may vary up and down as their 
business may require or as circumstances may warrant. Where, 
however, the Credit Union has monies not required by its 
members for small personal loans, but which is required by 
its members for longer term loans on real estate, then the 
rate set would be comparable to the rates charged by othr 
lenders of real estate loans, The purpose of the loan may 
alter the rate of interest. Churches and charitable 


organizations may secure loans at a lower rate than set for 
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personal loans. The rate of interest on different types of 
loans is set not in view of the security offered, but in 
view of the purpose of the loan. For example, a lower rate 
is customarily charged on loans to be used for the education 
of children of members than on other types of loans. All 
members are charged a like rate of interest on loans of the 
same type. The variation in lending rates between different 
Credit Unions is because of different overhead requirements 
and different services furnished. For example, the cost of 
life insurance on a borrower's life to insure the borrower's 
loan, the premium being payable by the Credit dat would 

be included as one of the costs of doing business, and affect 
the rate of interest charged by that Credit Union (See 
Appendix "N", pages 15 and 16, being an analysis of the rates 
charged by different Credit Unions, and page 14, showing the 


percentage of rebate.) 


Tu. The Credit Unions do not issue debentures or 


similar forms of certificatesof indebtedness. 


ie There are two forms of deposits, share deposits, 
being of a more permanent nature, and current deposits, 
which are usually repaid on demand but may be made subject 
to thirty days notice (See Appendix "A"). Because current 
deposits are usually repaid on demand, they receive a lower 
rate of interest. Such current deposits are considered to 
be temporary savings. The Board of Directors can require 
ninety days notice before withdrawal of a share, and thirty 
days notice before withdrawal of a deposit (or more if 
necessary). (See Appendix "A"),. Those Credit Unions 

which have chequing privileges generally only permit such 
privileges to be used on deposit accounts. Chequing 
privileges are used by about 15% of the Credit Unions in 
Manitoba. We do not have information relating to the rate 
of withdrawal or turnover of deposits. Credit Unions having 
chequing privileges have a greater rate of turnover of 


deposits and require a larger liquid reserve, 
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1 
CREDIT UNION eM The rate of interest paid on Credit Union deposits 
2|| RATES OF 
INTEREST varies up to 34%. Tne rate is set by the Board of Directors 
3 and is lower than the dividend paid on shares. (See Appendi 
4 '"N'' - Page 14 - for Variations of Rates paid on Deposits.) 
5 RELATIONSHIP 74. Credit Unions feel that a moderate change in the 
OF RATE OF 
6|| INTEREST AND rate of interest on deposits would not result in much change 
DEPOSIT 
BUSINESS in deposit business, The rate of interest paid is not the 
7 P 
critical factor in the amount of deposit business done. (Se 
8 
paragraph 54). 
9 
CO-OP CREDIT eee The rate of interest paid by the Co-Operative 
10 | SOCIETY RATES 
OF INTEREST Credit Society of Manitoba Limited on current deposits is 2% 
11 on term deposits 3% to 44% (depending on the term). The 
12 dividend paid by the Co-Operative Credit Society of Manitoba 
13 Limited on shares is 45%. (Appendix "P'' shows the variation 
in rates since 1952). 
14 
CREDIT UNION 76. All shares in a credit union are of one class. 
15 || sHARES 
Actually, a share is in effect a unit of savings. There is 
16 
no share certificate, and the ''shares' are of units of $5.00 
17 each. Such a unit of savings does not have to be paid in 
18 to the Credit Union by the member at one time, but may be 
accumulated in small sums, 
19 
20 CREDIT UNION PIS A member may withdraw at any time but notice of 
SHARE 
WITHDRAWALS withdrawal may be required. On withdrawal, a member is 
21 
entitled to be paid 
22 (a) all monies paid on shares or deposits. 
23 (b) any dividends or interest accredited thereto 
to date of withdrawal, less 
24 
(c) all amounts due from such member to the 
25 
Society. 
26 
NOTICE TO 78. Ninety days notice of a member's intention to 
27 || WITHDRAW 
withdraw shares may be required by the Society, and thirty 
28 days notice of intention to withdraw deposits, as well as 
29 | "such additional notice as, in any given emergency, 
30 | the directors may deem necessary", 


(See Credit Union Act, Section 43. Sub-Section 4, Appendix "Af, 
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1 
2 || CREDIT UNION 79. The rate of withdrawal of shares varies from 
RATE OF 
3 WITHDRAWAL Credit Union to Credit Union. The rate of withdrawal to 
share purchases varies from 20% to 75%. The average 
4 
increase in share purchases from year to year (after 
5 allowing for the withdrawals during, tie year) is about 20%. 
6 Share capital has been doubling about every four years. The 
7 rate of withdrawal is not as significant as might be thought 
in reflecting changes in Credit Union membership. The reason 
8 
is that a member needing funds may (a) prefer to borrow 
9 and use his "shares" as security for the loan, or (b) prefer 
10 to withdraw his shares and reinvest in them when his need 
1 for the money ends. This latter would reflect in the Credit 
Union statements as withdrawals and purchases, the fevner 
12 
as loans and repayments. (See Appendix "N", Pages 3, 7, 8 & Y.) 
13 
CREDIT UNION 80. The rate of return on Credit Union shares is 
14.|| SHARE RATE 
OF RETURE limited to 5% per annum by Statute. The actual return varies 
15 from Credit Union to Credit Union. 4% is a return commonly 
16 paic. The actual variation and rate of return paid is shown 
in Appendix "NN", pages 14, 15 and 16. 
17 
18 || EFFECT OF Si. Changes in the rate of dividend paid on shares is 
CHANGE OF 
INTEREST ON not a significant factor on amount of shares held. Individua 
19 || sHaRe 
WITHDRAWALS holdings of shares are small, and a change in rate is not as 
” important to such a small saver as it would be to large 
21 holders of shares. Large holders would be more responsive 
22 to rate changes and rates paid elsewhere. Credit Unions 


recognize that they have to return a rate reasonably close to ‘ 
23 

that paid by Government Savings Bonds. Credit Unions try 

to maintain a level dividend rate and so prefer to keep the 


25 same rate of, say, 4% rather than vary it from 34% to 44% 


26 from year to year. 
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REASON FOR 82. It is noted that while outside Quebec shares form 
SHARES 
REPRESENTING a large part of Credit Union liabilities, yet in Quebec, the 


MORE SAVINGS 
THAN DEPOSITS 


DIFFERENCE 
WHERE CREDIT 
UNION SERVICES 
A BUSINESS 
COMMUNITY. 


CREDIT UNION 
SAFEGUARDS 
AGAINST LOSS 


opposite is true. In Manitoba, the Credit Unions have 
stressed in their education program the view that shares 
should be considered as a type of savings more permanent 

than deposits, and as such, shares are encouraged. In 
Manitoba, shares withdrawn before the end of the year usually 
get no interest. In Manitoba only a relatively small 
percentage of Credit Unions have a chequing service. It 

has been the experience of those Credit Unions which do 
operate chequing services that a higher percentage of fund's 
is placed by members in deposit accounts rather than share 
accounts so as to be in a position to wse the chequing 
service. ‘Millie there does net seem to be a rule or regulatio 
requiring this, the Government department in charge of the 
audit of Credit Unions advisesCredit Unions to permit members 
to withdraw by cheque only monies held on deposit, and not 
monies represented by share accounts. We are informed that 


in Quebec, chequing services are customary and usual, 


83. Credit Unions in Manitoba note that where they 
serve a business community the proportion of deposit accounts 
to share accounts increases, and frequently where a Credit 
Union does serve a business community that chequing 


privileges are made available to Credit Union members. 


84. Members who have saved monies with the Credit Union 
either by share purchase or both by share purchase and 
deposit are protected against. lass by 

(a) close scrutiny By the Credit Cammittee on 

the granting of loans (See Appendix “I"), 

(b) examination by the Supervisory Committee. 

(See Appendix "J"). 

(c) bonding of those dealing with the Credit 

Union's money (usually on a 100% basis) 

including burglary and hold-up insurance. (See 


Appendix "w''), 
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(d) life insurance is frequently given to the 
borrower which pays off the Credit Union loan 
in the event of the borrower's death prior to 
repayment. 

(e) the government audit, which draws to the 
attention of the officers and directors any 
irregularities discovered. (See Appendix "v"). 
(f) the Board of Directors follow up on 


delinquent loans. (See Appendix "T"). 


85. As a result of these safety precautions no member 
has suffered a loss, even where the Credit Union has been 


wound up. (See Paragraph 24 of Brief). 


86. The Credit Unions of Manitoba have never had 
deposit insurance. Based on past experience, there seems 

to be no need for it. However, Credit Unions would not 

want to be considered to be against deposit insurance 

if circumstances developed which would make it desirable and 
in the over-all interest of the members. If deposit 
insurance was considered to be desirable and was going to be 
required or made available, Credit Unions would not want 
changes made in their basic loaning principles. It might be 
that certain restrictions on loans might be considered wise 
to make deposit insurance more feasible. Such ener iecions 
could deprive some Credit Union members of their rights to 
borrow, notwithstanding that Credit Unions know from 
experience that small loans to them are justified as they 


are credit worthy. 


87. Members of the Credit Union League of Manitoba 
Limited have approved the principle of the establishment of 
a Stabilization Fund. Such a fund would be used to help 
Credit Unions in need of stabilization. Where a credit 

union was to be wound up the monies in pets a fund would be 
used to pay off the members more quickly than would be the 
case if they had to wait for liquidation. A committee of the 
Credit Union League of Manitoba Limited is working on this 


now and is to report to the next annual meeting of the League. 
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1 
2 
COMPETITION FOR 88. Credit Unions in Manitoba do not consider them- 
3 FINANCIAL 
BUSINESS selves to be in competition for financial business with 
4 other financial institutions. what we mean by this is 
5 that we do not gear our operations to what others are 
‘ doing. If the banks or finance companies raise or lower 
rates of interest, Credit Unions do not necessarily make 
7 a corresponding change in their rates in order to be 
8 “competitive”. Credit Unions do not loan out their 
9 funds to members simply to make a good return on funds 
deposited. If the borrowing needs of their members leaves 
#0 money available, and unused, Credit Unions prefer to put 
11 such available money on deposit with the Co-Operative 
12 Credit Society of Manitoba Limited or their bank, or buy 
13 a short term security, the purpose being to have money 
available for members needs when the needs arise, and mean- 
is while to secure a reasonable return. Members are not 
15 encouraged to borrow if they do not have the need for funds 
16 and only loans for productive or provident purposes are 
7 made. It is quite possible that a credit-worthy member of 
a Credit Union might be accommodated for a loan at a bank 
i or a finance company (who would be satisfied with the risk 
19 and did not care about the purpose of the loan) and yet. be 
20 refused such loan by his own Credit Union (who might also 
21 be satisfied with the risk, but not.able to make the loan 
because of its purposes.) 
22 
EXTENT OF 89. In another sense, Credit Unions are competitive 
23 || COMPETITION 
to banks and finance companies in that the Credit Union 
24 offers to its members an alternative source of loans and 
25 a place to save, The member has a choice of where he will 
26 borrow, whether at a bank, finance company, or his credit 
union. If he chooses to take his loan from the Credit 
* Union, perhaps because the net cost of borrowing is less 
28 than that from a bank or finance company, then no doubt 
29 the bank or finance company consider it lost such business 
30 | 
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due to the competition of the Credit Union. So while 

Credit Unions do not consider themselves to be in competition 
with banks and finance companies to the extent of adjusting 
their business principles and methods and interest rates to 
meet those fixed by others, yet insofar as they offer their 
members an alternative source of borrowings and a medium to 


save, they are in that sense competitive with the others, 


90. Credit Unions may at times get savings which would 
otherwise be deposited in a bank, but not nearly to the 
extent that might be thought in view of their increase of 
assets. Much of the savings of the members is generated by 
the educational processes of the Credit Union and by continual 
emphasis on and encouragement of thrift and savings by its 
members. Much of the savings results from regular deposits 
of small amounts, so small that they would not normally be 
deposited in a bank. Credit Unions encourage such savings 
even in small amounts for both adults and children, and 
frequently accounts are built up out of regular deposits of 


as little as 25¢ each. 


91. The rates of interest are set by the directors and 
no charges are loaded onto the rates so the rate fixed is 

the maximum paid. Such rate so set may be reduced by a rebate, 
Credit Unions offer a financial counselling service to 
members. Most of them offer life insurance on the borrower 

to the extent of the unpaid balance of the loan. The Credit 
Union place of business is usually located at a place 
convenient to the majority of members. The hours of 

business in small Credit Unions are not normal business hours, 
To keep an office open for a small Credit Union during the 
time most of its members are working would be a canta of 

time and money. Frequently Credit Union business is done at 
lunch or in the coffee breaks and most often in the evenings. 


The members have access to the manager at any time and in 
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emergencies, loans are made each of the twenty-four hours of 


the day, 


PAP Credit Unions were developed because our 

financial system was not working well in certain ways. 
Credit Unions filled a need not well supplied by others, 
such as banks or finance companies. In some areas where 
Credit Unions operate, there is no bank and indeed it could 
not be expected that a bank could exist even if there was 

no Credit Union. Banks should make a profit, at least should 
not lose money. With the paid staffs necessary for their 
proper operations, a certain minimum euctias must be 
maintained. In some places this is not always possible. A 
Credit Union can survive and even thrive where a bank could 
not exist, due to the small overhead involved in th Credit 
Union operation. A great deal of unpaid work is contributed 
to Credit Unions by its officers and directors. Similarly, 


the loaning policies of the Credit Union dealing only with 


members who have a common bond of interest, apart from their 
membership, results in loans being made and collected which 
might never be the case with a bank or finance company. 

The relationship between Credit Unions and banks throughout 
Manitoba at the local level is pleasant and satisfactory. 
Banks have a field of operation in which Credit Unions do 

not serve. Similarly, Credit Unions have a field of operatio 
in which they believe they better serve their members than 
either banks or finance companies. Operations of banks and 


Credit Unions can be distinguished. 


93. Credit Unions are sometimes called a small man's 
bank, but Credit Unions and Banks differ:- 
(a) in that Credit Union loans are normally small 
and are based on character and need, Banks 
normally loan much larger amounts. 
(b) Credit Unions do not carry on a full banking 


business as such would normally be understood, 
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They service only their own members who have some 
common bond, such as common employment, trade, 
labour union, nationality, religion, fraternal 
order, or residence. Banks do not limit their 
services in such a way. 

(c) Credit Unions continually urge their members 
to save even the smallest sums, believing that 
educational effort to this end is of great value 
to their members. Banks invite savings, but 
perhaps are not as conscious of the very small 
customer as are Credit Unions, nor perhaps are 
they fitted and able to provide similar services 
in view of their larger cost of operation. 

(d) A Credit Union belongs to its members and 

is controlled and administered by them and 
operates solely for them, with much of the work 
being done voluntarily, and on an unpaid basis. 
Banks are sizeable business institutions, operated 
by paid staffs and owned and controlled by their 
shareholders, and making profits by serving their 
customers who are not necessarily, and indeed only 


occasionally, shareholders. 


94. Money loaned by Credit Unions to their members 
usually circulates in the community in which they live. For 
example, the money borrowed by a Credit Union member may pay 
the local doctor, who in turn pays the local merchant, who 
in turn uses the money to pay his employees and to purchase 


goods. The money circulates within the community. 


95. When a Credit Union makes a loan it may pay it out 
to the member 
(a) in cash which it may have on hand. 
(b) by way of a cheque drawn on its bank with 
which it has funds on deposit, 


(c) partly in cash and partly by cheque. 
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96, Some Credit Unions (about 15%) give their 
members privileges to withdraw monies on deposit by the 
use of orders for payment, sometimes called "Chequing 
Privileges". Such Credit Unions make their own 
arrangements for clearing cheques with their own banks 


and the clearing house. 


97. The factors influencing the rate of growth of 

Credit Unions are:- 
(a) the prosperity of the group out of which 
the Credit Union secures its members. If the group 
increases in number and employment is steady and 
generally is stable and progressive, the Credit 
Union membership will grow as well as the savings 
of the members. 
(b) the personal relationship within the group 
from which the Credit Union secures its members, 
The vigorous, respected leader of a Credit Union 
will be joined by others and the Credit Union 
will grow. 
(c) the appeal a Credit Union has to members or 
prospective members who might look forward to 
using the borrowing facilities and are appealed 
to because of the low cost of loans. 
(d) the convenience and informality of doing 
business with Credit Unions. 
(e) the promotional and educational work of the 
Credit Union and the Credit Union League of Manitoba 


Limit ed. 


98, Changing credit conditions affect Credit Unions 

as members are affected, During times when banks are not 
loaning to the extent expected by borrowers, such borrowers 
may approach Credit Unions for loans, About one-third of 

our Credit Unions are more directly affected by business 

loans and by credit conditions which affect the business 
community, the other two-thirds not being so greatlv affected, 
Credit Union assets increase some 20% to 25% per year whereas 


membership increases some 10% per year. 
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1 
2\| CREDIT UNION 99. Ninety percent of Credit Union income is interest 
EARNINGS 
3 on loans. Ten percent of Credit Union income is from other 
sources including interest or dividends from investments. I 
+ 
the matter of interest, dividends, and rebates, Credit Union 
5 try to maintain a fair sense of proportion. They do not wis 
6 to keep high rates of interest and dividends at the expense af 
7 the borrower. On the other hand, interest rates on loans 
should be high enough to maintain all credit union services 
8 required by the members plus a reasonable payment to the 
9 shareholder and depositor for the use of money. 
10 CREDIT UNION 100. Appendix "NN", Page 6, gives a consolidated statement 
EXPENSES 
11 of all of the 236 active Manitoba Credit Unions for 1960, 
12 showing a total income of $4,354,111.29 (of which $1,126,210./78 
was actually undivided earnings as of the beginning of the yelar) 
13 
Entrance fees were $4,750.63. Loan interest was $2,984,678.8 
14 and other income (e.g. investments) was $238,471.68. Expense 
15 for the year are set out on Page 6 of Appendix "N'', and the 
16 other expenses are broken down in Appendix '"Q". 
17 || CREDIT UNION 101. We have also prepared for the information of the 
OTHER EXPENSES 
18 Commission other statistical information covering the past 
few years of Credit Union operations contained within Appendi 
19 
"xX" such information covering the following matters:- 
20 Rates paid by Credit Unions 1955 - 1960 on Share Deposits 
and Rebates 
21 
Number of Borrowers and Loans Outstanding, 1955 - 1960 
22 Rates collected by Credit Unions on Personal Loans, 
Mortgage Loans and Estate Loms, 1955 to 1960 
v5 Classification of Credit Unions by Total Assets, 1951 - 1960 
Classification of Credit Unions by Members, 1951 to 1960, 
2 Credit Union Consolidated Balance Sheet, 1945 - 1960, 
25 Credit Union Statistics, 1945 - 1960. 
Credit Union Loan Classification, 1955 - 1960, 
2 Credit Union Consolidated Statement of Income and Expenses, 
1945 to 1960. 
27 
28 
29 
30 
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| 
1 
2 AD DEBT 102. Credit Unions are required to retain 20% of their 
ESERVE 
net earnings and all entrance fees as a reserve for Bad Debts. 
3 
If the reserve reaches 10% of the total paid on shares and 
4 deposits, this statutory reserve provision may cease. 
5 Credit Unions write down their physical assets using various 
6 percentages, depending upon the accounting practice of the 
particular Credit Union concerned. No fixed figure is 
7 
required by the Government audit department but if the Credit 
8 Union does not write off its assets on a basis considered by 
9 the Government audit department to be reasonable, the Govern- 
10 ment department requires it to adopt some such percentage for 
audit purposes, customarily 10% to 15%, depending upon the 
11 
type of asset. 
12 
TATUTORY LOS Jhere monies loaned or a part thereof have not been 
13 REQUIREMENT 
OR BAD DEBT repaid within two years after the date fixed for payment in 
IRITE-OFF 
14 full, they are required by Statute to be charged to the 
| 
15 reserve for Bad Debts (See Section 63 (§). (Appendix "'A") 
16 PERCENTAGE 104. Credit Unions constantly review their loans, and 
F LOSSES 
17 write off loans when they appear to be uncollectable. The 
actual percentage of loans having to be written off as 
18 . 
uncollectable is remarkably low. In 1960, the percentage 
19 of loans written off compared to new loans granted was .12% 
20 (12/100ths of 1%). The percentage of loans written off 
"WN compared to loans made since inception is .22% (22/100ths of 1%). 
(See Appendix ''N'', Page 9). The audit lists all delinquent 
22 
loans overdue more than one month, so that these will be 
23 


AN FUNDS ON 
EDIT UNIONS 


drawm to the attention of the Board of Directors for action 


at the next meeting. 


105. Credit Unions do not make demands on the capital 
market as we understand the ordinary meaning of that -term, 
They do not float securities or debentures to raise capital, 
They may sell investments they hold in order to raise cash _ 


for members loan needs. If the loan needs of the members of 
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1) 
| a Credit Union exceed the funds available for loaning, the 
vy. | 
Credit Union can;- 
3 (a) decline to make further loans until the repay- 
4 ments from other borrowers warrant new loans being 
5 made. 
| 
(b) strive to increase new savings of members. 
6| (c) borrow from the Co-Operative Credit Society of 
qi Manitoba, usually on a relatively short term basis. 
92 (d) borrow from its bank, usually on a short term 
i basis. 
9 | 
10 RESULT OF 106. If the requirements of Credit Unions for loans from 
SHORTAGE OF 
LOAN FUNDS the Co-Operative Credit Society of Manitoba Limited exceed th 
11|| ON CO-OP 
CREDIT SOCIETY available funds of the Co-Operative Credit Society of Manitob 
12 Limited, the Society can: 
13 (a) decline to make further loans until repayment 
14 from other borrowers warrants new loans being made. 
(b) strive to increase the monies left with it on 
15 
deposit or in shares by the Co-Operatives and Credi 
16 Unions who have available funds which they do not 
17 require. 
18 (c) borrow from the Canadian Co-Operative Credit 
Society and its own bankers money which it reloans 
19 
to its members. 
20 
MONETARY 107. Credit Unions do not regard monetary policy as 
21 |POLICY, 
PARTICULAR affecting them to the same degree as it affects banks or 
EFFECT ON 
22 \\cREDIT UNIONS perhaps other financial institutions, nor do they believe they 
23 affect monetary policy greatly. They are limited in their 
dealings to the needs of their own members, and loaning to 
24 
members available funds. When monetary policy in the past 
25 has dictated a limitation of credit, Credit Unions were 
26 resorted to by members for some loans which might otherwise 
27 have been secured from the banks. With an increased demand 
for funds and with ordinary sources of bank borrowings being 
28 
29 
30 
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limited, Credit Unions strove to increase members savings. 
Members loan demands were met reasonably well from new 


savings and from repayment of existing loans. 


108. We do not want to be understood as suggesting 

that monetary policy has no effect on Credit Unions, as 

indirectly they are affected because monetary policy 

affects the members as members of the community generally. 

Members of Credit Unions are likely to be less affected 

than non-members because members have some expectation 

that their reasonable needs will be met normally, regardless ' 
of what banking policy might dictate or the finance companies 


might do. 


109. The Co-Operative Credit Society of Manitoba 
Limited is in a somewhat similar position in that as it 
deals only with its members, and loans them available funds, 
it is not competing in the ordinary sense with banks and 
finance companies for the public's business. However, the 
Co-Operative Credit Society of Manitoba Limited does 

borrow from its bankers when the demand for money from its 
members exceeds its available cash. At such periods, if 
monetary policy restricted its banker's ability to loan to 
it funds it would normally have expected to receive, then 
it would in turn have to restrict new loans to its members 
to its available resources, In this way monetary policy 
would affect the operations of the Co-Operative Credit 
Society of Manitoba Limited and through it the operations 
of Credit Unions and other members who might wish to borrow 


at such time. 


110. While some of the larger Credit Unions dealing 
with banks may be affected directly by changes in monetary 
policy, yet the bulk of Credit Unions and particularly the 
smaller ones, do not feel either that they are affected 
greatly by monetary policy, nor in turn that their operations 


greatly affect monetary policy. 
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Ai i Respecting Mortgage transactions, sce paragraphs 
65 and 66, 
L129 The needs of the members of one Credit Union 


may be entirely different to the needs of the members of 
another. For example, the needs of new Canadians are quite 
different to others. Generally, Credit Unions prefer to 
make short term personal loans, rather than longer term 
mortgage loans, but in one of owe Credit Unions the members 
do not seem to require short term personal loans, but do 
need to get real estate mortgages. If such Credit Union 
avoided the longer term real estate mortgage (as do many 
Credit Unions) it would not be serving the best interests 
of its members. Repayment of all loans made by Credit Union 
to their members is without notice or bonus, and repayment 
terms are set by the Credit Union to suit the capabilities 


of the member. 


113. Credit Unions consider their proper field of 
activity to be to serve their members by encouraging them 
to save regularly even small amounts and to loan such 
savings to other members for productive or provident 
purposes. Within its objects and purposes a Credit Union 
should particularly try to fill the needs of its members 


for credit. 
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INDEX TO APPENDICES 


The Credit Unions Act 

Objects of Credit Union League from Letters Patent 

Co-Operative Credit Society of Manitoba Limited - Act 

of Incorporation. 

Credit Union League of Manitoba Limited - General By-Laws 

Committee Structure of League 

Board of Directors of Credit Unions 

Standard General By-Laws of Credit Unions 

General By-laws of Co-Operative Credit Society of 

Manitoba Limited. 

The Credit Committee of Credit Unions 

The Supervisory Committee of Credit Unions, 

Survey of Balance Sheets, 1952 to 1961 of Co-Operative 

Credit Society of Manitoba Limited 

Investments of Credit Unions 

Types of Security taken by Credit Unions 

Consolidated Annual Credit Union Report 1960 

Financial Statement of Co-Operative Credit Society of 

Manitoba Limited, 1961 

Interest Rates paid on Deposits and Shares, Co-Operative 

Credit Society of Manitoba Limited, 1952 - 1961 

Analysis of Credit Union "Other Expenses" 1956 - 1960. 

Functions of Credit Union League of Manitoba Limited, 

Credit Union Loans 

Delinquent Loans of Credit Unions 

Disposal of Credit Union Earnings 

Government Auditing and Supervision of Credit Unions, 

Bonding of Credit Union Staff 

Statistical Information - 

- Rates paid by Credit Unions on Share Deposits and 
Rebates, 1955 to 1960 

- Number of Borrowers and Loans Outstanding, 1955 - 1960 

- Rates Collected by Credit Unions on Personal Loans, 
Mortgage Loans, and Estate Loans, 1955 - 1960, 

- Classification of Credit Unions by Total Assets, 1951-1960. 

- Classification of Credit Unions by Members, 1951 - 1960, 

- Credit Union Consolidated Balance Sheet, 1945 - 1960. 

- Credit Union Statistics, 1945 - 1960 

- Credit Union Loan Classification, 1955 - 1960, 


- Credit Union Consolidated Statement of Income & Expenses, 
1945 to 1960. 
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1 APPENDIX "'B" 
2 OBJECTS AND PURPOSES OF THE CREDIT UNION LEAGUE OF MANITOBA 
3 LIMITED AS SET OUT BY ITS LETTERS PATENT (which reflecta tha 
4 wording of the Statute under which it is incorporated, being 
5 The Credit Unions Act, R.S.M. 1954, Chapter 54, Section 71A}. 
6 
(a) To carry on, encourage and assist in educational, 
7 advisory and organizational work relating to credit 
8 unions; 
9 (b) To imrpove methods of management of Credit Unions 
10 and to assist them in their bookkeeping, accounting 
and other procedure, 
: (c) To reduce operating costs of Credit Unions by 
12 arranging for group bonding of Credit Union employeea, 
13 group insurance of the savings of the members in each 
14 Credit Union and group insurance of loans made by 
15 Credit Unions to their members and purchasing book- 
keeping and other supplies for sale to its members 
= and other Credit Unions; 
iy (d) To accept as members Credit Unions and central Credit 
18 Union organizations approved for membership by the 
19 directors of the federation or league; 
20 (e) To encourage the organization into districts of 
Credit Unions that are members and to assist with 
- the preparation of such by-laws as are necessary for 
22 the administration of such districts; 
23 (f£) To borrow money to achieve the objects of the league; 


(g) To deposit in chartered banks in Canada or in the 
Post Office savings banks established under the Post 
Office Act (Canada), or with a central Credit Union 
organization and to any extent that does not exceed 
twenty-five percent (25%) of its capital, invest in 
the paid-up shares of investment and building societies 
and Credit Unions and of a central Credit Union organ- 


ization, 
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Appendix ''B" 
(h) To invest in any investments authorized by law as 


legal investments for trust funds in the Province. 
(1) To draw, make, accept, endorse, discount, execute 
and issue promissory notes, bills of exchange, 
bills of lading, warrants and other negotiable 
or transferable instruments; 
(4) To do all such other acts and things as are 
incidental or conducive to, or consequential upon 
the attainment of the objects hereinbefore in this 


sub-section set out, 
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CHAPTER 105 


AN ACT TO INCORPORATE 
CO-OPERATIVE CREDIT SOCIETY 


OF MANITOBA . LIMITED 


PASSED THE LEGISLATIVE ASSEMBLY OF MANITOBA 


ON THE 20th DAY OF APRIL, A.D. 1950 


ASSENTED £0 BY HIS HONOUR JHE 
LIEUTENANT -GOVERNOR ON THE 22nd DAY OF APRIL 
A.D. 1950 


Prepared by Co-operative Credit Society of Manitoba Limited 
Winnipeg, Manitoba 
July 15, 1950 
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1 } 
2 
3) 
4 An Act to Incorporate Co-operative Credit Society 

of Manitoka Limited. 
5) 

| (Ascenved.to April 22nd, 1950) 
6 


WHEREAS the persons mentioned in section | by their Preamble. 
7|| petition have prayed that an Act be passed to incorporate 

Co-operative Credit Society of Manitoba Limited with the 

8 objects and powers hereinafter set forth; 


THEREFORE, HIS MAJESTY, by and with the advice and 
9) consent of the Legislative Assembly of Manitoba, enacts as 
follows: 


1, Charles Byron Frazer, Assistant Manager; Norman Incorporation. 
11 Hastie Little, Purchasing Agent; Diedrich George Reimer, 
Manager; William Topolnycki, Manager; Harold Vincent West, 
Telegrapher and Philip Penner Isaacs, Auditor, all of the C ity 
12|| of Winnipeg, in the Province of Manitoba, Francis Ernest 
Benoit, of the Post Office of St. Malo, in Manitoba, Manager; 
13|| Roland Kitchen, of the City of Brandon, in Manitoba, Manager; 
Victor E, Phillips, of the Town of Dauphin, in Manitoba, 
14 Manager, and Ernest Harry Powe!l, cf the Municipality of 

West Kildonan, in Manitoba, Warehousemen, together with 
such other persons as shall become rnembers in the corporation 
15 | hereby created shall be and are hereby constituted and declared 
to be a body corporate under the name: CO-OPERATIVE 
16 || CREDIT SOCIETY OF MANITOBA LIMITED (herein- 
after called '"'the company''), 


2. The capital of the company shall be the sum of five Capital. 
hundred thousand dollars divided into one huncred thousand 
18 || shares having a par value of five dollars each, 


19 3. (1) The head office of the company shall be situate in Head Office, 
the City of Winnipeg, in the Province of Manito: or at such 
other place in the nrovince as the company may do"r rine, 


20 

(2) The board of directors may establish branch offices at Branch 
21 || such other places as they may determine, Offices, 
22 4, (1) Membership in the company by corporations shall Member - 


be confined to credit union societies, essociations, societies, or ship, 
corporations incorporated or registerec under The Credit Unions 
23 Act, 1946, Part V1l of The Companies Act, or under any general 
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or special legislation of the Parliament of Canada or of the 
Legislature of any province of Canada or of the Parliament of 
the United Kingdom, or of the Congress of the United States 
or of the Legislature of any state thereof or of the legislative 
authority of any other foreign country, and whose business is 
conducted in accordance with credit union or co-bperative 
principles, 


(2) The board of directors may refuse an application fer 
mémbership from any credit union society, association, society 
or company. 


5. (1) The objects of the company shall be to; and the 
company may: 


(a) purchase or otherwise acquire the businesses and 
undertakings of The Credit Union Federation of Manitoba, 
(hereinafter called "the federation"), and Manitoba 
Central Credit Union Society Limited, (hereinafter called 
"the society"), including the goodwill and all or any of 
the assets, property, privileges, contracts, rights, choses 
in action, bills of exchange, promissory notes and lien 
notes connected with the said businesses and undertakings! 
and assume all or any of the obligations and liabilities of 
the federation and the society connected with the said 
businesses and undertakings, and pay for the same in 
cash or in fully paid shares of the company, or partly in 
cash and partly in shares, and thereafter carry on the 
said businesses and undertakings in accordance with the 
objects, purposes and powers set forth in this Act; 


(b) receive money on deposit from its members or 
from any corporation, society, or association, of which 
the company is a member, upon such terms as to interest, 
security, time of payment and otherwise as may be agreed 
upon; 


(c) loan money to its members or to any corporation, 
society, or association, of which the company is a member, 
for the purpose of any business or undertaking which the 
member or such corporation, society, or association, is 
authorized to carry on, on such terms as to interest, 
security, time of payment, or otherwise as may be agreed 
on; 


(d) borrow or raise or secure the payment of money 
in such manner as the company thinks fit; 
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(e) charge, hypothecate, mortgage, or pledge, its real 
or personal property including its unpaid calls, and secure 
any liability for the repayment of monies borrowed; 


(f) issue bonds, debentures, debenture stock, mort- 
gages, or other instruments, either to bearer or otherwise, 
and either cenferring no charge or conferring a fixed charge 
or a floating charge, or both, upon all or any part of the 
assets and undertaking of the company including its 
uncalled capital, and so that any such debenture or deben- 
ture stock or any deed securing the same may containa 
condition making the debentures or debenture stock irre- 
deemable or redeemable only on the happening of any 
contingency however remote or onthe expiration of a 
period however long; 


(g) take securities of such nature, covering real or 
personal property of any kind whatsoever, as may be 
deemed expedient for the purpose of securing the repay- 
ment of any monies loaned by or owing to the company, 


(h) sell, pledge, mortgage, or otherwise deal with, any 
real or personal property, including any mortgage or 
security held by the company from time to time, and 
make and execute all requisite conveyances, assignments, 
transfers, and assurances, in respect thereof; 


(i) deposit monies in chartered banks in Canada, or 
post office savings banks, or with trust companies author- 
ized to receive money on deposit, or with any corporation, 
society, or association, incorporcted, organized, or regis- 
tered, under any general or special act of the Parliament 
of Canada or of the Legislature of any province of Canada, 
or of the Parliament of the United Kingdom, or of the 
Congress of the United States, or of the Legislature of 
any state thereof, or of the legislative authority of any 
ether foreign country, and having objects wholly or in 
part similar to those of the company; 


(j) invest in securities authorized by The Lrustee Act, 
or to invest in debentures, debenture stock, mortgages, 
securities, or any negotiable or transferable instruments, 
either to bearer or otherwise, issued or made by any 
society, association, or company, incorporated under The 
Credit Unions Act, 1946, or Part V1l of The Companies 
Act, or any society, association, or company, incorporated 
under any Act of the Parliament of Canaca, or of the 
Legislature of any province of Canada, or of the Parlia- 
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1 

2 

3 

4 

5 ment of the United Kingdom, or of the Congress of the 

United States, or of the Legislature of any state thereof, 
6 or of the legislative authority of any other foreign country, 
and having objects wholly or in part similar to those of 
the company; 
7 
acquiring (k) become a member or shareholder of, or contribute 

8 member - to the funds or capital of, any society, association, or 
ship in company, incorporated under the provisions of any Act 
other of the Parliament of Canada, or of the Legislature of any 

4 companies, province of Canada, or of the Parliament of the United 

Kingdom, or of the Congress of the United States, or of 

10 the Legislature of any state thereof, or of the legislative 

authority of any other foreign country, and having objects 

11 wholly or in part similar to those of the company or 

carrying on any business capable of being conducted so 
as directly or indirectly to benefit the company, and 

12 subscribe for, purchase, hoid, acquire, or dispose, of bonds 

debentures, or securities thereof; 

13 
promoting (1) promote the organization, development and wel- 

14 credit fare of credit unions in the Province of Manitoba, and 
unions, encourage co-operation among credit unions; 

15 encouraging (m) carry on, encovrage, and assist, educational re- 
education, search and advisory work relating to credit unions, 

16 co-operatives, and the objects of the company; 

17 bonding of (n) procure or arrange for the bonding or insurance 
employees, of employees of credit unions in order to safeguard credit 

union funds; 

18 
providing (o) provide such services as may be of mutual advant- 

19 services, age to the members and the company; 

20 levying (p) fix and levy assessments or dues payable by 
assess - members, or such classes of members as it sees fit, for 
ments. carrying out such of its objects, and subject to such terms 

21 and conditions, as may be set forth in the by-laws; 

22 allotting of (q) provide that, in lieu of the payment in cash of 
additional patronage dividends or interest on share capital or both 
shares, due to a member, the directors may allot to it such 

23 additional number of shares as they may determine, having 

regard to the value and kind and class of commodities 

24 purchased or services obtained by the member from the 

company; 

25 

26 

27 | 

28 

29 

30 | 
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(rx) pay out of the funds of the company all or any of 

I the expenses of or incidental to the formation and organi- 
zation thereof, or which the company may consider to be 
preliminary; 


(s) acquire, hold, improve, alienate, and convey, real 
estate requisite for the carrying on of the business of the 
ccmpany; 


(t) sell, improve, manage, develop, exchange, lease, 
dispose of, turn to account, or otherwise deal with, all or 
any part of its property and rights. 


(2) Upon an allotment being made to a member as provided 
n paragraph (q) of section (1), the member shall be deemed 
o have made an application for the said shares and shall be 
nder an obligation to pay therefor by the application of 
atrenage dividends or interest sr both due to it, but only to 
he extent of such dividends or interest or both, 


6. At the first annual general meeting of the company and 
t every general meeting thereafter, the pcwers of the members 
hall be vested in delegates to be elected or appointed by the 
jnembers of the company in such manner as may be provided 
or in the by-laws; and the delegates so elected or appcinted 
shall exercise fully and completely in every way the powers, or 
ny of the powers, of the members of the company; and a 
P Siti of the delegates of the company shall have the same 
effect in every way as a meeting of the members of the campany. 


7. (1) At meetings of the company every delegate shall be 
ntitled to one vote only irrespective of the number of members 
r shares represented by him. 


(2) No delegate, and, except as herein provided, no member, 
shall vote by proxy at any meeting of the company. 

8. The affairs of the company shall be managed by a board 
ef no less than seven and not more than fifteen directors, as 
e company from time to time by by-law may determine, 


jin the company, and they shall not be required to hold any 
hares of the company; but, unless in the meantime they qualify 


ffice after the first meeting .f members of the company, 


s directors as required hy section 10, they shall cease to hold 
244 


| 
| 
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9. The persons named in section | shall be the first directors 
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Qualification 10. No person shall be elected or appointed a director of 
directors. the company unless he is a member of, or shareholder in, a 
credit union society, association, society, or company, thatis a 
member of the company or of a credit union society, association 
7 society, or company, that is a member of, or shareholder in, a 
member of the company. 


8 By-laws, 11. (1) The company may, at any general or special meet- 
ing called for the purpose, enact all necessary by-laws, not 
9 contrary to law or to the provisions of this Act, as may be 
deemed necessary or advisable; and the by-laws may be added 
10 to, amended, or repealed, and others substituted therefor, at 
any meeting of the company subject to the provisions thereof, 
11 Requirements (2) Subject to subsection (3), any enactment, amendment, 
for amend- repeal, or substitution, shall be made by a majority of not less 
12 || ment of than two-thirds of the delegates that, being entitled so to do, 
by-laws, vote thereon. 
13 ; 
Idem. (3) If written notice of the proposed enactment, amendment, 
14 repeal, or substitution, is forwarded to each member with the 


notice of the meeting at which such enactment, amendment, 
repeal, or substitution, is to be considered, then a majority of 
15 delegates present at such meeting who are entitled to and do 
vote, shall be sufficient. 


16 Particular (4) Without limiting the generality of subsection (1), the 
by-laws company may enact by-laws 
17 respecting, 
(a) to provide for the method of appointing or electing 
18 || delegates. delegates by members, the procedure of counting ballots, 
and any other matter or thing relating to the conduct of 
19 elections of delegates, the qualifications of such delegates, 
and the determination of the number of such delegates 
for each member or group of members or districts or 
20 regions; 
21 || Districts. (b) to provide for the division of the territory in which 
the company carries on business into regions and districts; 
22 to change the boundaries of the regions or districts; and 
to provide for meetings of delegates to be held by regions 
93 or districts for such purpose as the by-laws may provide; 
Directors, (c) to provide for the election of directors of the com- 


24 pany from delegates or members either at general, regional, 
or district, meetings of delegates or partly by one method 
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and partly by another, and to provide for directors repre - 
senting regions, districts, and groups of members, on the 
board of directors, and to provide for methods of making 
nominations and holding elections for directors, and the 
procedure in counting ballots and in every matter or thing 
relating to the conduct of elections of directors; and to 
provide for dismissal of directors at meetings of the 
company; 


(d) to provide for the remuneration and payment of 
the expenses of delegates and directors in connection with 
the business of the company and the meetings of the 
company and directors; 


(e) to provide for the term of office of directors and 
the filling of vacancies occurring on the board of directors; 


(f) to provide, notwithstanding the provisions of the 
Companies Act in that behalf, for the time and place for 
the holding of meetings of the company of which there 
Shall be at least one in each year and of the board of 
directors, the calling of such meetings, the quorum at such 
meetings, and the procedure in all things at such meet- 
ings; 


(g) to provide for the allotment of shares; the making 
of calls thereon; the payment thereof; the issue and 
registration of certificates of shares; the forfeiture of 
shares for non-payment; and the disposal of forfeited 
shares and the proceeds thereof; 


(h) to provide for the appointment, functions, duties, 
and removal, of all officials, servants, and agents, of the 
company; 

(i) to provide for the appointment of a credit com- 

ittee with such duties, powers, and functions, and 
| eae by such procedure, as the by~laws may prescribe; 


(j) to provide for the appointment by the board of 
irectors of an executive committee and other committees, 
ith such powers, functions, and duties, and governed by 
uch procedure, as the by-laws may prescribe; 


(k) to provide for the payment of interest on paid up 
hare capital at a rate not exceeding five per centum per 
nnum; 
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(1) to provide for the conduct in all other particulars 
of the affairs of the company. 


12. Every by-law shall bind the company and the members 
thereof to the same extent as if each member had subscribed 
its name and fixed its corporate seal thereto, and as if there 
was in the by-law a covenant on the part of each member, its 
successors, and assigns, to conform thereto subject to the pro- 
visions of this Act. 


13. Notransfer, sale, or assignment, of or charge on, share 
shall be valid unless authorized by the board of directors 
subject to such conditions as may be set forth in the by-laws! 


14, (1) The company may purchase or redeem any or all 
of its shares at the value thereof as conclusively determined by 
the board of directors, subject to such conditions as may be 
set forth in the by-laws. 


(2) Where a member is about to be wound up or dissolved 
or to have its charter surrendered, the company may, at its 
option, 


(a) redeem the shares of the member at the book or 
par value, whichever/is the lesser; or 


(b) require the transfer of any such shares at the book 
or par value, whichever is the lesser, to any person eligible 
to hold the same. 


(3) Not more than ten per centum of the issued shares of 
the company may be redeemed or purchased pursuant to this 
section in any fiscal year, and no such redemption or purchase 
shall be made when the company is insolvent, or so as to render 
the company insolvent, or so as to rcduce the number of 
members to less than fifty. 


(4) In exercising its right to redeem or purchase shares or 
to require the transfer of shares to some other person eligible 
to hold the same, if the holder fails to deliver up and surrender 
the certificate or certificates evidencing the shares, the company 
may cancel the shares and the certificate or certificates evidenc- 
ing them and issue a new certificate or certificates to the person 
entitled thereto. 
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15. (1) A member may be expelled by a two-thirds vote of 
the members of the board of directors and of the credit com- 
mittee, present at a special joint meeting of the board and the 
committee called to consider the matter, but only after a 
hearing. 


(2) Any member may withdraw from the company at any 
time but notice of withdrawal may be required, 


(3) All amounts paid in on shares or deposits of an expelled 


or withdrawing member, with any dividends or interest ac- 
credited thereto, to the date thereof, shall, as funds become 
available and subject to the provisions of subsection (3) of 
section 14, and after deducting all amounts due from the 
member to the company, be paid to him. 


(4) The company may require notice of intention to with- 
draw deposits. 


(5) A member who withdraws or is expelled shall have no 
further rights in the company, but he shall not, by the with- 
drawal or expulsion, be released from any remaining liability 
to the company. 


io, (2) 


The net surplus arising from the business of the 


||company in each fiscal year shall be distributed as follows: 


(a) An amount equal to et least twenty per centum of the 
net earnings shall be set aside as a reserve fund until 
the reserve fund is equal to at least fifty per centum of 
the paid up capital of the company, which fund shall be 
held as a reserve against uncollectible loans or losses and 
shall not be used for any other purpose except ona 
dissolution, winding up, or liquication. 


(b) If the by-laws so provide, interest shall be paid 
on the paid up capital at « rate not exceeding five per 
centum per annum, 


(c) Such further portion of the net earnings in any 
year as the comvany may distribute in accordance with 
its by-laws shall be distributed as a borrower dividend 
among the members of the company in proportion to the 
interest earned by the company from the members during 
those years; but interest and borrower dividends due to 
a member may be placed to the credit of the member on 
share capital account until the unpaid balance of all 
shares held bv the member is fuliy paid up. 
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(2) Notwithstanding paragraph (a) of subsection (1), the 
directors may establish such other reserve funds as they may 
deem necessary or advisable. 


17. The company shall have a lien on the shares, interest 
thereon, dividends and deposits of the members thereof for 
debts due from them to it; and may apply any sum credited 
to a member in or toward payment of such debts. 


18. Nothing in this Act shall be construed to authorize 
the company to issue any note payable to bearer or any promis- 


sory note intended to be circulated as money or as the note of 
a bank. 


19. Every person appointed to any office touching the 
receipt, management, or expenditure, of money for the purposes 
of the company, shall, before entering upon the duties of his 
office and while holding office, give such security as is deemed 
sufficient by the directors; and the security may be varied in 
amount or renewed from time to time, 


20. A member shall not, as such, be held responsible for 
any act, default, or liability whatsoever of the company, or 
for any engagement, claim, payment, loss, injury, transaction, 
matter or thing whatsoever, relating to or connected with the 
company, beyond the unpaid amount of his stock. 


21. (1) The company shall at each annual general meeting 
appoint an auditor to hold office until the next annual general 
meeting, 


(2) If an appointment of auditor is not made at an annual 
general meeting, the Director of Co-operative Services, may, on 
the application of a member of the company, appoint an auditor 
of the company for the current year and fix the remuneration 
to be paid to him by the company for his services. 


22. (1) The affairs of the company shall be examined at 
least semi-annually by or under the direction of the Director 
of Co-operative Services; and the company shall produce all 
books, documents and other papers required by the person 
conducting the examination. 


(2) If on examination the Director of Co-operative Services 
is not satisfied with the conduct of the affairs of the company, 
he may calla special general meeting of the members and place 
before them the result of his examination, 
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23. The Securities Act shall not apply to the shares of the 
company. 


24, (1) The company shall be deemed to be a co-operative 
company operated ona co-operative basis as defined by Part V1ll 
of The Companies Act, 


(2) Except where inconsistent with this Act, Part Vl1l of 
The Companies Act, shall apply to the company. 


(3) Except where inconsistent with this Act or Fart V11 of 
The Companies Act, the general provisions of The Companies 
Act shall apply to the company. 


25. This Act shall come into force on the day it receives 
the royal assent. 
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L.PPEND I UD! 


CREDED UNN SL EAC ee Oe Ne 
GENERAL. BY-LAWS 


ARTICLE I NAME 


1, The name of this association shall be the Credit Union League of 
Manitoba Limited (Hereinafter called ''the League''} 


ARTICLE Il CBC S 


hear 0? The purposes of the League shall be: 


(a) To carry on, encourage and assist educational 
advisory and organizational work relating to 
credit unions. 


(b) To improve methods of management of credit 
unions and assist them in their bookkeeping, 
accounting and other procedures. 


(c) To reduce operating costs of credit unions by 
arranging for group bonding of credit union employees, 
group insurance of the savings of the members in each 
member credit union and group insurance of loans 
made by credit unions to their members and to 
purchase bookkeeping and other supplies for sale to 
its members and other credit unions. 


(d) To accept as members credit uninns and central credit 
union organizations approved for membership by the 
directors of the League. 


(e) To encourage the organization into districts of Credit 
Unions that are members and assist with the preparation 
of such by-laws as are necessary for the administration 
of such districts. 


(f) To borrow money to achieve the objects of the League. 
(g) To deposit in chartered banks in Canada or in the post 


office savings banks established under the Post Office 
Act (Canada) or with a central credit union organization, 
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and, to any extend that does not exceed twenty-five 

per centum of its capital to invest in the paid up shares 
5 of investment and building socicties and credit union 
and of a central credit union organization. 


(h) To invest in any investment authorized by law as legal 
investment for trust funds in the province. 


(i) To draw, make, accept, endorse, discount, execute, 
8 and issue promissory notes, bills of exchange, bills 
of lading, warrants, and other negotiable or transferrable 
9 instruments, 
(3) To do all such other acts and things as are incidental or 
10 conducive to, or consequential upon the attainment of 
the above objects of the league. 
11 
(2) To become a member of a provincial, national or international 
12 organization of credit unions or of a credit union organized and 
operating under the laws of the province of Manitoba. 
13 (3) To become a member of the Co-operative Credit Society of 
Manitoba Limited. 
14 
15 ARTICLE Ill - MEMBERSHIP 
1. The membership in the League shall consist of Credit Unions and central 
16 credit unien organizations approved for membership by the board of 
directors of the Leapue. 
17 
2. Each member shall have the right tosend one voting delegate and one 
alternate delegate to represent it at all general or special meetings of the 
18 League. 


19||3. The Secretary of the League shall be notified 15 days prior to any general 
or special meeting by the members in writing of the names and addresses 


20 of the delegate and alternate representing them, 
21] ARTICLE IV - SHARE CAFITAL 
22\\1. Each member shall hold a minimum of one $5.00 share. 


23 2. The Board of Directors of the League may from time to time fix the 
maximum number of shares that may be held by any one member. 
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REDEMPTION 


Shares of members may be redeemed at any time by the Board of 
Directors upon application or at the discretion of the board by payment 
for shares and interest for the period of use. 


IND Re od 


Interest on shares shall be recommended by the directors and approved 
by the annual meeting. But in no event shall the interest exceed 4% per 
annum. 


ARTICLE V - BCRRCWING PCWERS 


The board of directors of the League may from time to time on behalf 

of the league borrow monies first from the Co-operative Credit Society 
of Manitoba Limited, if available, and secondly from other sources, for 
the purpose of carrying out the objects of the League; and for the purp ee 
of securing repayment of the same may mortgage or pledge the whole or 
any part of the real or personal assets of the League. 


ARTICLE VI - DUES AND INCOME 


1. (1) A new credit union admitted to membership in the League shall pay ni 
annual dues until after the credit union has had one full year of 
operations. 

(la) For the purpose of these by-laws the words "new credit union" shall 
mean a credit union incorporated by letters of incorporation under th 
Credit Unions Act. 


(2) A credit union which is a member of the League shall pay annual 
dues based on the number of its members as at the close of the 
last preceding fiscal year of the credit union, at a rate to be 
fixed by the League at each annual meeting. 


(3) Annual dues shall become due and be payable at March lst of each 
year. If not paid at due date an interest rate of 5% per annum will 


be assessed until paid. 


ge 4S) Where a credit union fails to pay its dues within two months after du 
date, unless the failure is excused for good cause by the board of 
directors of the League, the membership of the credit union in the 
League shall thereupon be suspended. 
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1 
2 
3 
4 (2) A credit union which has been suspended under this section 
may be re-instated into membership provided, however, that 
5 the dues payable for the year preceding the next annual 
meeting of the League are paid in full. 
6 3. All net surplus derived from the sale of credit union bookkeeping forms, 
promotion pamphlets or other commercial activities conducted by the 
7 League for its members shall belong to, and be retained or used by, 
the League for its support. 
8 4, All gifts of money to the League shall be added to the funds of the 
League and, if in excess of the operating costs of the League, may be 
9 used for any purposes designed to promote credit union develcqp ment 
recommended by the board. 
10 
ARTICLE VII - MEETINGS 
11 
ee = 0b) The fiscal year of the League shall be from the first day of 
12 November in each year to the 3lst day of October in the next 
ensuing year. 
13 (2) The annual meeting of the League shall be held concurrently with 
that of the Co-operative Credit Society of Manitoba Limited as to 
14 dates and at the same place. 
3) The organization meeting of the League shall be deemed to be, 
15 8 g 8 
and shall be called, the first annual general meeting; the next 
16 annual general meeting thereafter being called the second annual 
general meeting, and so on thereafter. , 
17 Al 06 The place at which the annual general meetings are to be held shall 
be determined by the members at an annual general meeting in 
18 co-operation with the Co-operative Credit Society of Manitoba 
Limited; provided that the members may at an annual general 
19 meeting grant to the board authority to fix the time and place of 
the annual general meeting next following, 
20 (2) Not less than sixty days prior to the annual general meeting, the 
secretary shall notify each member in writing of the date, time 
21 and place of the meeting. 
(3) At all meetings each member shall be entitled to one vote which 
22 shall be cast by a delegate or alternate delegate duly authorized 
to represent each member of the society. 
23 
24 
25 
26 
27 | 
28 
29 | 
30. 
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7) 3. (iy A special general meeting of the League may be called at any 
time and place on an affirmative vote for that purpose of at least 
6 two-thirds of the members of the board. 


(2) It shall be also necessary for the directors to call a special 

7 y 

general meeting whenever requested in writing so to do by not 
less than twenty-five members and if the directors do not, with- 


8 in twenty days from the date the request is made, proceed to call 
a special general meeting of the Society, then thirty-five members 
9 may themselves call a special general meeting which shall be held 
in the city in which the head office of the Society is located. 
10 (3) The secretary shall give to each member not less than 30 days 
notice in writing of each special meeting; and the notice shall 
11 contain a statement of the purposes for which the meeting is 
called. 
12 , 
( 4) No business shall be taken up or transacted at a special meeting 
13 except that stated in the notice calling the meeting. 
4. Atany regular or special meeting, delegates representing twenty-five 
14 percent of the members shall constitute a quorum. 


15 5, An annual meeting may carry on and transact any business for the 
common good of the membership, and unless otherwise determined 
by the meeting, the following shall be the order of business at annual 


meetings: 
(a) Registration and determination of a quorum 
17 (b) Reading of the Minutes of the last meeting 
(c) Report of the credentials committee 
18 (d) President's Report 
(e) Directors! Report 
(f) Manager's Report 
19 (g) Report of standing and special committees 
(h) Old business 
20 (i) New business (including elections) 


6. The ultimate power and authority of the League is vested in the annual 
21 meeting and the annual meeting may review any and all acts of the board 
or of any sub-committee thereof, or of any special committee or 
22 executive officer; and may reverse the decisions of the board or of 
any such sub-committee, special committee or officer. 
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ARTICLE VIII - REGIONS & DISTRICTS _ 


1, The area of operations of the League in the Province of Manitoba shall 
6 be divided into six geographical districts as described in Schedule A to 
these by-laws and to be known as follows: 


District No. 1 
District No. 2 
3 
4 


8 District No. 
District No. 4 
9 District No. 5 
District No.6 
10 
ARTICLE IX - CRGANIZATION CF’ CHAFTERS 
11 
1. The League shall authorize the organization of chapters of credit unions, 
12 The by-laws governing such chapters shall first be approved by the 
directors of the League. The purpose of these chapters shall be to 
further the Educational Program of the Credit Union Movement within 
13 their districts, 
14 
ARTICLE X- DIRECTORS 
15) ; oe 
| iL, The board of directors of the League shall be elected by districts on 
the following basis: one Director for each fifteen creditunions or 
16 | major fraction thereof accepted into membership as at December 3lst 
in each year, provided that each district shall be represented by at 
17 least one Director. 


18 2. Qualifications of Directors: 


(1) A Director must be a shareholder in a credit union that is 
a member of the League. 

19 (2) A Director must be a resident of the Frovince of Manitoba. 

(3) A retiring Director shall be eligible for re-election. 
20 

3, At the first general meeting of the League the board of directors of the 

1 League to hold office until the next annual general meeting of the 

League shall be the ten directors elected by the credit union districts to the 

board of directors of the Co-operative Credit Society of Manitoba Limited. 
22 
23 
24 
25 
26 
27 
28 
29 
30 


dp op atorsetb sot jibes orld yd beisolo erolostib net oct od Here ougsod 


Aap = e a. © 7 -_ 7 
oe > =r ; v. A ‘ 7 ytd 
" ! . 7 ; a 7 7 
; ri ; 
' 
aTOIATeIA & Avo OU fi DULY GIOITAA | 
= ' beri ¥ uy ih) sf Pi 


[ne edoauinaM to sonivovd add it oumsedl off to enatigeoge to sets oAT of 

ot Aalubedod ni bodinoeab as atoimreab isvtdguatyoopn wie otek bobtvib od 
‘awollol es nwond od of bas ewel-yd ood 

: uy, cy 

oi gotsteh 

ol sarrde tO 

oF gaknraid’ 

of tokraat@ 

oh totriaiG | | 

so takrgeta 


2AR TAA "20 MOT AEA SS ~ MA ALDITAA 


amor tiibaxa to araiqsio ko noissinsgto onli axrrodius [ise surg Boul ofT i 
ght yd bevetggs od tertt Were arsiqado dova giirigveg ewol-yd ait 
ot od (istie erotgede oaortt to sxeqrag ant -ougsol ont to ayvodaorib 

nirlgiw aaercrovoM moral! trbetO ot de naetgoud [enotieaub™ ods worngsuh 
,adoinietb ttordt 


_@AOTOAAIG ~ K PIQITBA, | 


Ho eiotyeth yd bojools od ifeue coy coel ott jo sxotoatib ie brsodiedT .f | 
40 attolaitibets mooittt doso +ol rojeetid ono intasd girkwoilot ont 

tafe sedmeoed Is es qifetederom otmt boiqeoos looted nstioett toyses 
ts yd boinasotgex od ilatle Iotrieth dose tedt bobsvetq pwbey dose ak 
tatoot iG gao yasol 


sarohourid to saottsoiiilsuQ 

ei dedi pois tboto 6 at sobloderaia 4 ed jeu totoe tid A (1) 

/ Loug eeu oft to redoiann 6 

Wsdotick M to sontvort odt To joobrest s ad tame sotvey itl A {S) 
‘Holtosfo~o1 tot oldigilg od Meme rojosuiGl gnittio: A {€) 


- grt to etotoo1lb, to breod ort sarmsou ont to goto. co fetensy tatet old 3A 


edt to gifitesct Ist onoy [suas Jxon ot Lideur ooitio blond 5} augeed 


sbotinid adotinsM lo ylotaee sibetO eviseteqo-o00 oxlt to exotoonéb yo bnaod 


e 


Nethercut Young 


Torente, Ontarie A567 
1 
2 
3 
+ 6 
4. Term of office: 
5 (1) At the second annual meeting, Directors clected shall hold office 
for a period of three years or until election of their duly qualified 
6 successors, provided that at the second annual meeting of the 
membership it shall be determined which of the Directors shall 
7 hold office for one, two or three year terms respectively, and 
the determination shall be entered in the Minutes of the meeting. 
8 (2) At every annual general meeting thereafter, the Directors shall 
be elected for a three year term, to fill the places of the retiring 
directors, who shall be eligible for re-election. 
9 g 
10 5. Procedure in Election of Directors. 
(a). Directors shall be elected by district mectings of delegates 
11 held at the same time and place as the annual general 
meeting of the League; or directors may be elected by 
12 district meetings of delegates held notmore than 60 days 
prior to the annual meeting of the Society. Notice of such 
13 district meetings of the delegates for the purpose of electing 
directors shall be given at.least 30 days prior to the date of 
g YS oP 
such district meetings. 
14 
(b) District mectings held before the annual general meeting of 
15 the League shall be called by the board if requested by 
three or more credit unions in a district, 
16 (c) Delegates attending a district meeting pursuant to such 
notice shall elect a chairman and secretary. The chairman 
17 shall conduct the meeting according to the procedure pro- 
vided in the by-laws for the conduct of a general meeting 
18 of the League insofar as the same is applicable. At any 
district meeting called for the purfose of electing a director, 
those delegates present frorn such district shall constitute 
19 a quorum. 
20 (d) In district meetings of the League, directors, after nomin- 
ation, shall be elected by secret ballot, with each delegate 
1 casting votes equal to the number of vacancies and subject 
to receiving a majority of the votes cast, candidates to the 
number to be clected receiving the highest number of votes 
22 shall be declared elected. In case it becomes necessary to 
Mh 
take a second or further ballot, the candidate receiving the 
23. lowest number of votes on the preceding ballot shall be 
eliminated. 
24 (e) If the number of candidates nominated does not exceed the 
required number of directors to be elected, all the candidates 
25 so nominated shall be declared elected. 
26 
27 
28 
29 
| 
30 


' 
+ 


soitte blod Leda botools as otsorid ,gahoecr fsumnns baoooe ort tA 


boiliieup yin siedd io noilaole iiteu xo atssy getdi lo hoixeq 5 tot, 


et lo patiosra Iavons bozos odd ts ted bobivorg ,etoresooUEe 
Ilsde arojoe1id st to doidw bentmaitoteb ed Wade tt gidetod merge 
bas .Ylevilosgqeot entities 169Y setdt to owt ,9ao 10} sotto blod 


sjaiteson onl} to zetuniM oct nt boxsiae od Mere soitsniemeteb ort 


tisde exojoouid oj .rodisssods yatteom Iexen0g Lsunas yrove 1A 
yaitives edt to eoosiq oft ILE of . erred tsoy cord? 6 tot bedoale od 


.noboesla-o1 10t oldigile ed Ifsde odw yetrotoettb 


t9aitle lo mi9eT 
ra 


Uy 


| 


(S) 


.etotoetid to soitool at exubsoorS 


zotsygalab to agaitoom toluteib yd bstoslo ed Made avotootiG 
(storey Ieunns gilt a6 soslq bre omit emiee and ts blod 

yd betoele ed yam azrofsetib to isypsod edt lo griteom 

avyab 0d asd oxomuon bled eatsgeleb jo agaiieom sobntaib 
dove to o2iioM .yisi20a sdj to gatioont {srmis add of soixg 
gditoele Io seagreg odd tot aategolob ad? lo egmitec ar ipiniath 
to otsh sot of toing eysb Of tasol is noeveyg sd Ilsde exotoaath 
,apniteont joitterb dove 


to goiteont Istoney [auras adi gtoted blod aynitoon: tofrie i 
yd beteoupot Ui breod oil yd bellso od Msde sugsot ont 
wtolrtetb 6 ot enotmy trbors arom,.10 godt 


dove of insuctuq yoitoect Jottath s gaibcotts eotsgoled 
neortisdo odT .yrstorses bas meorriscdo 6 ipolo Mere ooison 
-o1g etubscerq oft of gribres9s gattoomt ant joubnoo [Lede 
gnijoom fsetanog s to towhnos om) + wt awsl-yd oft ot bobiv 

yne JA .oldsoilggs et ormee orld es rslogni ougsol odd to 
~totostib 5 gnitoole to seogtng odd tot bsflao gaiteorn jobiteib 
otutiteanos lisde jorrtetbh rove cnrotl dase tg zotsgelob oeort 
.oruroup 8 


-nimidn tofis ,etotoetib ,avgsol od? to egnitoorn foivieib al 
stsyolob dose stiw Jolled torage yd beiosle od Ilede ,morts 
togtdva bas estonsosv to vedere ods ot [supo 2eitov gimkiass 
eri} eatabthaso .iaso eotov od lo yittojem. s gnivislet od 
eatov io todruut deodyid ort gaiviesst, beisels ed ot cod pri 
od yiseeo zea eomosed <i 9269 al .botnels bersivoab od IIsde 


ert gnivisoe aisbibrss od} ,tollsd tedtsui to bnooes 6 solst 


od Lede tolled gmthoooxg ont so eotov to todcnum jeowol 
- botsnicnile 


ad? bosoxs tom e90b batsnintom eotsbibrss Yo tedinun odd 
estabibnss ont Ils ,bosoolo od: 0} atotoetib to sodmiua bosispot 
botoole borsloeb od ede betsntrrron 08 


' 


De 


{d) 


(a) 


(b) 


(2) 


#. 


PS 


i® 


Nethercut & Young 


Terente, Ontaric A568 
1 
2 
3 
+ 
6. Vacancies: 
5 
If the office of director becomes vacant, the directors shall fill the 
6 same for the balance of the year in which the vacancy takes place. 
At the next general meeting of the League the vacancy shall be filled 
7 by the delegates and any person elected to fill such vacancy shall hold 
office until the expiration of the term of office of the original director, 
8 7, Adirector who moves his residence outside of the boundaries of the 
district he represents shall resign from the Board of Directors at the 
9 first board mecting following such a change of residence and if such 
resignation is not received the board of directors shall declare the 
10 position of Director for the district ta be vacant. 
8. Vacation of office: 
11 
The office of director shall be vacated by any director if: 
12 (a) He resigns; 
(b) He ceases to qualify as a director; 
13 (c) He becomes bankrupt or suspends payment or compounds 
with his creditors or makes an authorized assignment 
or is declared insolvent; 
14 (d) He becomes financially interested in any business 
conflicting with the interests of the League; 
15 (e) He is directly or indirectly interested in any contract 
with the League or participates in the profits of any 
contract with the League unless he first discloses 
igs interest to the board in open mceting and refrains 
16 his i he board i ing and refrai 
from voting in respect of any such contract; 
17 (f) He becomes an employee of the League; 
(g) By resolution passed by a three-quarter vote of those 
18 present at a general meeting called for that purpose 
he is removed from office. 
19} 9, Meetings: 
20 Regular meetings of the Board of Directors shall be held at least 
once every three months and may be called by the President or 
1 not less than 20% of the directors. 
22 
23 
24 
25 
26 
| 
27 
28 
29) 
30. 
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10. Notice of Meetings: 

5 Notice of any meeting of directors shall be given in writing or by 
telegram not less than five days before such meeting provided that 

6 no notice shall be necessary in the case of a meeting of directors 
held immediately upon the adjournment of the annual general 

7 meeting of the League and provided further that meetings of 
directors may be held without formal notice, if all the directors 

8 are present or if those absent have signified their consent to such 
meeting or their consent to the business transacted thereat. 

9 

11. Quorum: 

10 A majority of directors shall constitute a quorum at any meeting 
of the board of directors, 

11 

12 |ARTICLE XI - OFFICERS 

13 be ¢3) The officers of the League shall be a president, a first vice- 
president, a second vice-president and a secretary. 

14 (2) The manager may be the treasurer of the League. 

15 (3) The secretary of the League shall also be secretary of the board, 
and of all annual meetings and special meetings of the members of 

16 the League and shall sign all dceds and other formal documents; 
he shall give due notice of all meetings of shareholders and 

17 directors and shall perform such other duties as are incident to 


his office or as may be required of him from time to time by the 
18 directors. 


(4) The directors shall elect the officers at the first meeting of the 
board following the annual meeting; and the officers shall serve 
until the conclusion of the annual meeting next following their 

20 election, 


21 (5) Officers other than the manager, shall be elected from among the 
members of the board. 
22 
(6) The manager shall be appointed by the members of the board. 
23 (7) Vacancies occurring among the officers shall be filled by the 
directors for the unexpired term of the officers whose death, 
24 resignation or removal created the vacancy. 
25 2. The board may, upon a two-third majority vote, remove or recall any 
officer. 
26 
27 
28 
29 
30 | 
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(1) The President shall preside at all meetings both 
of the Bard and of the members and perform all other duties 
incident to his office or assigned to him by the Board. He shall 
be exofficio a member of all standing committees and with 
the secretary sign all deeds and other formal documents 
under the seal of the League. 


(2) The Board of Directors shall appoint from its members 
and/or the general staff of the League one or more designated 
persons who shall countersign all cheques, drafts, promissory 
notes and bills of exchange and other negotiable or transferable 
instruments issued or executed by the League. 


The first vice president shall perform the duties of the president in the 
absence or disability of that officer, and in his absence the second vice- 
president shall discharge the duties of the president. 


(1) The manager shall: 
(a) have charge of the League office, including the bookkeeping 
forms and supply business; 
(b) sign all cheques, notes, drafts and other obligations of 
the League; 
(c) as treasurer, keep all funds of the League in the Co-operative 


Credit Society of Manitoba Limited unless otherwise authorized 
by the board, and keep all books of account; handle the 
funds and accounting of the League and perform all 
duties incidental to the office of treasurer; and - 

(d) be bonded, in such amount as the board may from time to 
time determine, in such recognized surety company doing 
business in the province as the board may approve. 


(2) The manager shall be compensated, in such amount as the board 
may from time to time determine within the limits set from time 
to time by them. 


ee XII - EXECUTIVE COMMITTEE 


(a) The executive committee shall consist of the officers of the League. 


(b) The executive committee shall, in the interval between the meetings 
of the directors, exercise all the powers of the directors in accord- 
ance with the general policy of the Society and the directions of the 
directors. 
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1 
2 
3 
4 (c) Meetings of the executive committee shall be held at the call of the 
Fresident or a majority of the committec. Meetings may be called 
on four days' notice by letter, telegram or telephone. A majority 
5 of the members of the executive committee shall constitute a 
quorum, 
6 
(d) The executive committee shall keep a record of all meetings and 
7 actions thereof and such records shall be open at all times to the 
inspection of any director and shall be submitted for approval to 
the next succeeding board meeting. 
8 B 
PIARTICLE XII - OTHER STANDING COMMITTEES 
10||\1, At the first meeting of the board after the annual meeting, the directors 
shall elect from among the members of the board, or from the members 
11 of the credit unions which are members of the League, all standing 
committees; each to consist of such number of members as the board 
12 or the annual meeting may from time to time determine. 
13 2. A majority of the members of a standing committee shall be 
necessary to constitute a quorum. 
14 
ARTICLE XIV - AUDITOR 
15 
1, The annual membership meeting shall select an auditor each year. 
16 
17 ARTICLE XV - EXPULSION OF MEMBERS 
18 [. A member may be expelled from membership in the League by a two- 


third vote of the delegates present at an annual or special meeting 
called for the purpose of considering the matter; but only after hearing 
19 has been given to such representations as the member desires to make 
to the meeting, either in writing or orally through its delegates. 


20 

21 ARTICLE XVI - AMENDMENTS TO BY-LAWS 

22 h. The League may at any general or special meeting called for the 
purpose enact all necessary by-laws not contrary to law or to the 

3 provisions of the Credit Unions' Act as may be deemed necessary 


or advisable, and such by-laws may be added to, amended, or repealed 
and others substituted therefor at any meeting of the League subject to 
24 the provisions thereof provided that any enactment, amendment, repeal, 
or substitution shall be made by a majority of not less than two-thirds 


25 


26 
27 
28 


29 | 


to [so adit te bfod od {Isla oottienmios ovitvogxe silt to agnitooM 
igo od yer eyaiteoM Setters odt Yo yiitojsm 6 to joobieott 
topser A .onodqolet to otatyetod -coniat yd spiton ™ eb 0% ro 
*  'g otutitenos (fade vaitimtnos ovituosxe odt to exadrianm oft to 
| . . r ; “Mu TOUp 

bin agatteor: ifs to brooex & qooal Here Aeititimos svitusexs etT = (b) 
4} 03 aonnit Is 1s apqo od Male ebtos04 dove bos loarent enoltos 


: ' 


ot lavorggs ‘tot boxiendive od fisde bas tofootth yas to fatlzeqent = 
gaitevatr ‘br 60d gittbovooue tion odd 
et f i ‘ | 
| ada TIMMOD OVEOMATE HAHTO - itt aaorraal® 
| 


ftsStih onf gnittooen (sucins edt rofis brsod od} lo gattoom javit add tA ii 
eden odd moti to ,b180d oft Yo aad cre cs aff guomra most tools Hera | 
yoibaste ils ,ovgsed ont to aradmenr 018 dotdw enoinn thei osff to 


’ 
“Breed of e6 atedensas to toderun dave to Jefanoo of dos ,eoostionmos 


oatravateb ornid ot amit axorl yaad gaiteam teuaas pdzx0 |) | 
a“ ) 
ad ada sodtrmmos gorbaste 6 to erodnramt edt to ytiro(sm A Si 

. tiucorp & edisiveno> of yrsaasoog 


AOTIGUA | \. VIX BLOITAA 


- 


nso tose tontbes wa tootse inde yetieod gitersdotom tsunss odT I 


) 2ALAMEM TO MOK LUE -_VX SOIT AA) 
nec mort bellegxs ad yar sedenor A. és 


+ 7 
~ow! 6 yd suysot oct mt qtdenodr 
| 4s Inésotg eornyolob edt to tov brint 


 -gnitésmt Isigoqe 10 farina m6 
sed Vaiis ylno tud (totiser ol? gaitebrenos Jo saoqrug odi 19% ballso 
saat of asireob codmiont ont as edoitsinonouges faue of Hovig aod egal 
; .zotegolob att dguotdi visto to yoititw of roding  guttoga orlt oF 


| 


- 2WAAYa OT ATWEMGHIMS - Wx TigiTad 


9dj tot bollss patton rt Isiosqs to stemeg ye Js YEO 9NGG x1 odT 


os. stot 10 wal os yrpiiitos jon ewsl-yd vi seesser ils Josne gaoqrug 
|) ‘eteesoz9r Bomiaeb od yam es doh 'guotaU tibe1 2 313 lo amoletvorg 
st qo .Dobrrsrcete (OF bebbs od vet awel-vd dove bos ,sldseivbs to 
of joojdue auygeot off to yatioun’ yas ts yotetods botutiteadue erotic bas 

ot ,taembooms .inortioans yon tedt bobivorq loerods anotaivotg oat 
i-chlt-ows nerf? agol dom to yartojse 6 yd obs od [isda coijutivadue to 


“13 ~ 


29 


30 


L. 


Nethercut & Young 


Terente, Ontaric A572 


of the delegates present and entitled to vote thereon; provided further tha 
if written notice of the proposed enactment, amendment, repeal or sub- 
stitution is forwarded to each member with the notice of the meeting at 
which such enactment, amendment, repeal or substitution is to be 
considered, then a majority of delegates present at such meeting who 
are entitled to and do vote shall be sufficient. 


ARTICLE XVII - GENERAL 


Notice may be given by the League to any member, delegate or 
director, either personally or by sending it by post to him to his last 
known address or to his registered address or any supplied by him to 
the League for the giving of notices to him. 


Nhere a nct ice is sent by post, service of the notice shall be deemed 
to) be effective by properly addressing, prepaying and posting the letter 
containing the notice and shall be deemed to be effected at the time at 
vhich the letter was deposited in the post office. 
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COMMITTEE STRUCTURE OF THE LEAGUE 


General Remarks 
The By-laws of the Credit Union League of Manitoba 
under Article XIII provide that "at the first meeting of the 
Board after the annual meeting the Directors: shall elect 
from among the members of the Board, or from the Aide Ae the 
Credit Unions which are members of the League, all standing 
committees, each to consist of such number of members as the 
Board or the annual meeting may from time to time determine", 
The League's standing committees are set up on the 
basis hereinafter defined as to their names, purposes and 


composition. 


Ls Liaison Committee 

To be composed of the members of the Executive 
Committee. 
Purpose 
(a) To meet when necessary and at least twice a year 
with the similar committee of the Co-Operative Credit Society 
of Manitoba Limited to discuss matters of mutual interest 
and to continuously explore ways and means of safeguarding 
and promoting the best possible relations between the two 
organizations, in order that the greatest possible harmony may 
always exist in the component parts of the Credit Union 
movement in Manitoba; and to make recommendations to the 
Board to accomplish these objective, 
(b) To also act as liaison between the League and other 


provincial organizations and the provincial government, 


Lia Policy and Legislative Committee 


To be composed of three members from the Board and 


two members from outside the Board. 


Purposes 


(a) To study and develop legislation and legislative 
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programs needed by the Credit Union movement in this province 
so that the Credit Unions' Act and related regulations shall 
always be to the best advantage to the Credit Unions and to 
make recommendation to the Board to achieve this oh iective. 
(b) To study and prepare amendments to the by-laws of the 
Credit Union League that are to be presented 'o genera! 
meetings. 

(c) To deal with all matters which concern the basic 
principles and policies of the Credit Union movement and of 
the League aud make recommendation to the Board concerning 


them and/or the policies affected. 


Ye Education and Organization Committee 


To be composed of two members from the Board and 
three members from outaide the Board, 
Purposes 
(a) To study, approve or recommend for approval to the 
Board of Directors policies and programs designed to improve 
and advance the educational activities of the Credit Union 
movement, 
(b) To study, approve or recommend for approval to the 
Board of Directors policies and programs designed to improve 
and advance the organizational activities of the Credit Union 


movement, 


ie Publicity and Public Relations Committee 


To be composed of three members from the Board and 
two menbers from outside the Board, 
Purposes 

To study, approve or recommend for approval (o ena 
Board of Directors policies and programs designed to improve 
and advance the publicity, advertising and public relations 
activities of the Credit Union movement in Manitoba including 


the "Manitoba Credit Union News", 


+ aseeie | 


} sontvorq aldt nt Snemevor noknt akbax add yd ine 
Cfeda anotjaluges batessy baa Joh _ ‘anotal Auber. pala PS 


io 


; os bas ano hlt yibexD of? of sgednavba tad of o} os eyswin 


-ovi339i to aes svakiind ot baat an3 o4 no} aabn snuno27 vais 


‘ Pat ; ra eat 


93 to ewal yd ati o3 atnembrems aire _— ybute és (4) 


he O84 


[siemsg 0} fia chioe aa ot 9%) cory ‘ougasl nol nt ictal 


. | | | .agnhsoom 


athed ey nxsonos doldw a129d sem the ditw Ineb ot (0) 
Yo bee ‘ismavem soln itbeso afd bo astotiog ‘bas nelgtontzq 0 
iH] 
‘ t ; Be 
gnimrsan09 brsod sii 03 notdabasmmosss saam boa sugesd ofa. lot 
»bepositta batotfog ofa 10\bas mans hOT 
il 
Lee 
gt 
aetiimgod sotiasiangx0 bos nolapoubd Fd et 
hag bweod sii movi sisdmem owl to beoognoo od oT Jer 
A 
_btacd of? sbiatuo mor? axedmem seis br 
. hl 
agsoqwi ar 
sedi o3 Ievotqas to1 basmnosat so svotqqs ebuta of (a) ie 
_ el 
avorgmr of bengtesb sma xrgo Ts bos astotfog etotosaid to bod il ae 
in’ vt 
nota tkba1 eft Yo estitvison tanoljsoubs edi sonavbs bas 
Snomavon St 
afi o' Tevotdqs tot basmnoos7 IO svoTggs .yvbusa of (4) er 
avotgqar 0} baftigtesh amaTso7g bie eastotiog areios7td to braodl a 
nota) tibet) sda to astiivisss fanotiestsagto oft gonavba bn ap 
re 
. teams vont 
a gs 
| ggzdtmmod anottalog-otfdud be yotobt dis o eS 
bose brood of2 most? etedmem syada to bosogmos ad oT . ISS 


STR _ .pye0d ad? eblaive mort stedinsa ow? 


7 ‘ng oh angogcad 
oe si} 0) Isvorqgs qot bremnooor ro svorgga ,ybuie oT 


avougms 03 banaieob senna, Bhs sstolfed as dt (ol Jo bsacd 


2 Yasiez isla D al ac uri VIF ob i dirg sda sonavbs brie 
ont witch: x seam voa nolnl itbax) eft 20 Riisagiae i 


| ‘ni Nawal nolo athex) sdodinett” oda 
- bie ine : . 7 \ 
a mole 


he 


Nethercut & Young 
Terente, Ontarie A575 


Appendix "E 


5c Budget and Dues Committee 
To be composed of three members from the Board and 
two members from outside the Board. 
Purposes 
(a) To study and develop a dues schedule that will provide 
the necessary funds to finance the Credit Union League. 
(b) To regularly review the accounts of the Credit 
Union League and their related supporting documents. 
(c) To prepare a budget and study and recommend to the 
Board any changes necessary during the course of the fiscal 


year. 


6. Staff Committee 

To be composed of the President and the lst Vice 
President of the League plua the chairman of the Budget and 
Dues Committee. 
Purposes 
(a) To study and recommend for approval to the Board 
of Directors any changes in the staff requirements of the 
League. 
(b) To study, approve or recommend for approval to the 
Board of Directors salaries and all other related benefits 
affecting the staff of the League. | 
(c) To study and recommend to the Board of Directors 
any other actions which may from time to time be necessary 
in regard to the staff in general or any one member of the 


staff, 


Rules and Regulations concerning the appointments and 


meetings of the above committees. 


1 b Appointment 


In order to assure that proper personnel willing 


and able to act will always be found for these committees the 
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2 
3 
following procedure shall be followed each year. 
4 (a) The appointment of all standing committees shall 
5 take place at the first meeting of the Board following the 
6 annual meeting of the League and shall be done by the Board 
7 of Directors, unless the said Board, by resolution, 
authorizes its Executive Committee to make the appointments. 
8 
9 (b) At the January Board Meeting in each year, the 
Board of Directors shall appoint from among the Board members 
i whose terms are not expiring with the next annual meeting, a 
i nomination committee of three which nomination committee shall, 
12 wherever applicable, recommend to the Board at its first 
13 meeting following the annual meeting, names of Board members 
14 and others who shall compose each committee for the ensuing 
year. 
15 
16 (c) The Board, in acting on the recommendations of the 
Ae above nomination committee, shall by resolution name the 
chairman of each committee who shall be from among the members 
18 
of the Board, 
19 
20 2. Meetings of Committees 
a (a) The Executive Committee which is established by the 
22 by-laws shall meet at least once every month and report monthly 
23 to the Board members and all committee members. 
24 (b) All other standing committees shall meet as necessary, 
Pe provided, however, that each committee shall meet at least once 
26 in between each meeting of the Board and provided further that 
97 | if the chairman of a standing committee is of the opinion 
that such a regular meeting is not necessary he shall so 
28 | inform the President prior to the next meeting of the Board. 
29 | 
30) 
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(c) Each comnittee member shall always have the right 


to make a monthly report in writing if it is so desired on 


any recommendations of a majority of the committee. 


(d) Out-of-pocket expenses shall be allowed to non- 
board committee members on the same basis as Board members 


for attendance at committee meetings. 


(e) Non-board members of all standing committees shall 
always be welcome to attend all meetings of the Board of 
Directors, provided however, that it shall be required of 
them to attend the June and January meetings of the Bard, 
Out-of-pocket expenses to attend these two meetings shall be 


re-imbursed as in the case of committee meetings. 


(£) Each committee chairman shall be responsible for 
the call of the committee meetings and each committee shall 
report in writing to the Board and also prepare an annual 
report of its activities which report shall be submitted to 
the January meeting of the Board and to the annual meeting 


of the League. 
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2 THE BOARD OF DIRECTORS 
3 Each year credit union members meet to elect their 
offticeis for another year. | 
4 | 
5 DUTIES AND RESPONSIBILITIES OF DIRECTORS 
6 The Act and the By-laws set out most of the duties 
of a Director but in addition to these there are other resp- 
4 onsibilities. The following list may not be complete in 
8 every detail but ia a guide, 
9 Regular Meetings 
10 Directors must be prepared to attend regular monthly 
meetings faithfully (By-laws, Section 28, Appendix 
11 wn 
12 
Applications for Membership 
13 One of the functions of a Board of Directors is to 
14 consider all applications for membership that have 
15 accumulated since the last meeting and to either 
16 approve or reject these applications and record their 
action in the minutes (By-laws, Sec. 5, Appendix "G"), 
“4 (Act, Sec. 57(a), Appendix "A'"). One of the important 
18 things for Directors to look into when dealing with 
19 applications is to make sure that the applicant comes 
20 within the sphere of operations, as outlined in 
11 Section 4 of the General by-laws (Appendix "G"'). A 
member cannot be accepted into a society unless he 
= qualified for membership under this Section. 
23 Hiring Staff and Appointing Collectors 
24 | Section 56 of the Credit Unions Act (Appendix "A"), 
25 || gives the Board of Directors full responsibility in 
26 regard to the hiring of a treasurer-manager, a loan 
officer (under Sec. 59(5)), and other employees of 
m4 the society including the appointment of collectors. 
28 | They must also assume responsibility for dis- 
maa | charging such officers or employees if they are not 
30 | doing the kind of a job that is expected of them, 
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1 Appendix pe 


2 Compenaztion of Employees 
The Roard of Directora set the remuneration for 
? the treasurer-mansgor and other employees of the 
4 society. In growing credit union organizations 
5 it in important that tha Board of Directors keep a 
6 close watch on the amount of work involved in 
7 running the society so they can pay proper compen- 
sation for the work being done. The bourse when a 
: credit union «hall be opened to the members is 
9 sometimes quite {mportant in rendering a good 
10 service, and « change in these hours may require 
11 an sdjustoent in the remuneration paid to the 
12 manager. (Act, Section 56, Appendix "A"). 
13 
The Boerd of Directors has the power to enter into 
14 contracts on behalf of the society (Act, Section 
15 56, Appendix "A"). For example, the Board may have 
16 to enter into a contract to lease office space, 
7 Interest on Loans end Recommandations re Disposal 
of Earnings 
18 
Under Section 57 of the Act (Appendix "A"), the 
ce Boerd of Directors wust decide on the rate of 
20 interest to be charged on loans. They must also set 
71 the rate of interest to be paid on deposits. In 
22 addition to this the Board of Directors should, after 
analyzing the year's operations, recommend to the 
- annual meeting the rate of dividend to be paid on 
24 shares and the rate of intereet to be refunded to 
25 the borrowers, 
26 Filling Vacancies on Credit Conmittee 
97 | The Board of Directors appoints persons to fill 
vacancies in the Credit Cowmittee until the next 
ee annual meeting (Act, Section 57, Appendix "A"; 
“ie By-laws, Section 35, Appendix "C"). 
30 | 
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Appendix "'F"' 
2 Filling Board Vacancies (By-laws, Section 27) 
3 The Board also appoint persons to fill vacancies 
4 in the Board of Directors until the next annual 
meeting. The membera, at the annual meeting, 
‘ elect Directors to replace those whose term of 
6 office haa expired and they also elect Directors 
7 and Committee members to fill the unexpired term of 
8 an office left vacant. 
9 Maximum Loan Limit 
The Board of Directors decide on the maximum loan 
a that may be made by the Credit Committee if they feel 
11 that such action is necesgary or desirable (Act, 
12 Section 57, Appendix "A"), It is sometimes necessary, 
13 in small credit unions or those just starting to 
14 limit the size of loans so that all members require- 
ing the services of the society will be able to make 
g some use of this borrowing privilege. Loan limits 
16 are not generally recommended because individual 
17 limitations can be placed on loans by the Credit 
18 Comittee when they are dealing with individual 
19 applications, 
Banking 
so Section 4(d) of the Act (Appendix "'A''), places some 
21 limitation on the places where funds of the society 
22 may be deposited. Within the meaning of this section, 
23 the Board of Directors have the power to decide 
oA where these funds will be kept. For example, the 
Board may open a bank account for the credit union 
m2 and they may also keep certain amounts of money on 
26 deposit with the Co-operative Credit Society. 
27 Investments 
28 | Closely allied to this is the responsibility of the 
79 Board of Directors in the investment of credit union 
| funds, In this respect they are limited under the 
30 
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Appendix 'F" 
1 
Trustee Act (Section 4(a) and (e) of the Credit 
2 
Union Act, Appendix "A"). These are very definite 
3 limitations and the great majority of credit unions 
4 limit themselves to investments in shares of the 
g Co-Operative Credit Society and in Government bonds. 
Borrowing Powers 
6 Coens ek ee 
The Board of Directors may borrow money under 
7 
conditions described in the Act, Section 41 (Appendix 
8 "A"). The Directore may borrow up to 25% of the 
9 total shares, deposits and surplus if they first of 
10 all pass a Borrowing By-law. In addition to this, 
the Board may borrow up to a total of 50% of shares, 
11 
deposits and surplus if they have passed a borrowing 
12 
by-law to that effect, and such a by-law has been 
13 sanctioned by a vote of not less than three-quarters 
14 of the members present at a general meeting. Sub- 
15 sections (4) and (5) of Section 41 make it clear 
16 that a Borrowing By-law must be reviewed annually. 
A Borrowing By-law only lasts for one year, 
17 
Delinquent Loans 
18 It ia the responsibility of the Board of Directors 
19 to deal with all delinquent loans and take whatever 
20 action is necessary in regard to collecting them. 
Handling Expenses 
21 
The Bard of Directors have charge of all credit 
22 
union expenses, 
23 Bonding 
24 The Directors shall determine the officers and 
25 employees of the society who should be bonded (Act, 
Section 55, Appendix "A'') in keeping with the minimum _ 
26 
bond requirement as set out by the Government from 
27 
time to time, 
28 Amendments to By-laws 
29 It ia one of the duties of the Board of Directors to 
30 | recommend to the shareholders any amendments to the 
| 
Gener: | laws which wi' sed to be cowrin: red, 
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Appendix "F" 
2 
= Reports from Committees 
4 The Directors see that regular reports are made to 
the Board by both the Credit Committee and the 
5 
Supervisory Committee and any other committees 
6 appointed by the Board or the annual meeting. This 
7 does not mean that the Board will control these 
8 committees but the Board must know what is going on 
9 in al] phases of the credit union's activity, and 
committee reports are fundamental to sound Board 
10 
action. 
11 

Charging Off Bad Loana. 

12 Credit Unions must charge off bad loans under certain 
13 conditions. (See Act, Section 63(8), (9), (10) and 

11) - Appendix "A''). 
14 (11) PP ) 

General 
15} 

The Board of Directors has the general administration 
sl of the affairs of the credit union. They make sure 
17 that the members are kept properly informed on the 
18 operations of the society through reports and letters. 
19 
20 
21 
Ze 
23 
24 
25 
26 
27 
28 
29 
30 
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CO-OPERATIVE CREDIT SOCIETY OF MANITOBA LIMITED 


BY-LAWS 


ARTICLE J 
MEMBERSHIP AND SHARES 


1. Membership in the Society by corporations shall be con- 
fined to credit unions, associations or companies incorporated 
or registered by or under the provisions of the Credit Unions 
Act, 1946, and companies, societies or associations which have 
members or carry on business in the Province of Manitoba 
generally and not in one locality or which in the opinion of 

the directors have not available services normally rendered 

by a credit union and which are incorporated or registered by 
or under Part VII of the Companies Act or by or under general 
or special legislation of the Province of Manitoba, the Dominion 
of Canada or any Province thereof or the United Kingdom or 

the United States of America or any foreign country whose 
business is conducted in accordance with credit union or co- 
operative principles; provided that the Board of Directors 

may refuse applications for membership from any credit union, 
association, society or company. 


2. After the first annual meeting individuals shall not be 
eligible for membership in the Company. 


3. Each application for shares shall be in writing and under 
seal of the applicant, signed on behalf of the applicant by 

at least two officers or directors thereof. The applicant 
shall furnish to the directors such further information and 
documents as they may require for the purpose of considering 
the application for shares. 


4. Each applicant for shares must subscribe for at least 2 
shares and the par value of at least 2 shares must be paid 
in cash at the time of application and subsequent shares 
applied for shall be payable in full. 


5. Shares in the capital stock of the Company shall be allotted 
by resolution of the Board of Directors on such terms and con- 
ditions and to such persons as the directors may deem 
advisable. 
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4 
5 
Share 6. (a) Every registered member shall be entitled to a certif- 
6|| Certificates icate or certificates in such form as the Board of Directors 
may approve for any or all of the fully paid up shares standing 
7 in its name for the time being; 


(b) In case a certificate is lost, defaced or destroyed a 
8 duplicate thereof may be issued on such terms as to evidence, 
indemnity and fee as the directors may prescribe by resolution. 


Transfer of 7. (a) Transfers of shares shall be made only on the books of 
Shares the society with the approval of the directors and in such form 
10 of transfer and upon payment of such registration fee as the 
Board may from time to time determine. Before a new 
11 certificate is issued the old certificate must be surrendered for 


cancellation or if the old certificate has been lost or destroyed 
a bond of indemnity may be required. 


(b) The transferer shall be deemed to remain a holder of a 
13 share or shares until the name of the transferee is entered in 
the register of members in respect thereof. 


14 Redemption 8. Shares of the Company may be redeemed or purchased by 
of shares the Company from the members at such price and upon such 
15. terms and conditions as the directors may approve; provided, 


however, that this power shall not be exercised in respect of 
more than ten percentum of the issued shares of the Company 


16 in any fiscal year and provided further that no such redemption 
or purchase shall be made when the Society is insolvent or so 
ivi as to render the Society insolvent or so as to reduce the 


number of members to less than fifty. 


18 || Liens 9. The Company shall have a lien on all shares standing 
on shares registered in the name of a member for all monies whatsoever 
19 payable by such member to the Society, but the Directors may 


at any time by resolution declare any share to be wholly or in 
part exempt from the provisions of this clause. The Society's 


20 lien on a share shall extend to the interest payable thereon. 

71 Liens on 10. (a) The Company shall have a lien on all funds arising in' 
Patronage any way as patronage returns credited or allocated to members 

27 Returns for all monies payable by members of the Society. 


(b) The Society may, after giving to the member fourteen 
yas days notice in writing forwarded by registered mail to the 
member's last address as registered on the books of the 
Society of its intention co do so, apply on account of the 

24 indebtedness sufficient cf the said funds to cover the said 
indebtedness to such member, or such lesser amount as may 
25 be held to the credit of such member so indebted to the Society. 


29 


30 
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11. The Society may sell in such manner as the directors 
think fit, any shares on which the Society has a lien, 

but no sale shall be made unless some sum in respect of 
which the lien exists is presently payable nor until the exp- 
iration of fourteen days, after a notice in writing stating and 
demanding payment of such part of the amount in respect of 
which the lien exists as is presently payable has been given to 
the registered holder for the time being of the share or to the 
person entitled to the share by reason of its bankruptcy. 


12. The proceeds of the sale shall be applied in payment of 
such part of the amount in respect of which the lien exists, 

as is presently payable and the residue shall be paid to the 
person entitled to the share at the date of the sale. The 
purchaser shall be registered as the holder of the shares 

and it shall not be bound to see to the application of the 
purchase money nor shall its title to the shares be affected by 
any irregularity or invalidity in the proceedings in reference to 
the sale. 


13. A member may be expelled by a two-thirds vote of the 
members of the Board os Directors and of the credit committee 
present at a special joint meeting of the Board and the 
committee called to consider the matter, but only after a hearin 


14. Any member may withdraw from the Society at any time 
upon giving ninety days notice of withdrawal; provided, however, 
that no member may withdraw while a borrower and endorser 
or guarantor of any loan due to the Society. 


(1) Upon withdrawal or expulsion a member may withdraw 
deposits upon such terms and conditions as the directors 
may prescribe. 


(2) Upon withdrawal or expulsion the redemption of a 
member's shares shall be governed by Section 13 of this 
Article. 


(3) Upon withdrawal or expulsion a member shall be entitled 
to all interest and dividends of whatever kind accruing in 
respect of its deposits or shares or business with the Society 
as of the date thereof. 


(4) Before withdrawal of deposits or redemption of shares 
or payment of interest and dividends to a member upon 
withdrawal or expulsion all amounts due to the Society 

from the member shall be deducted or otherwise paid in full. 
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ARTICLE I 
REGIONS AND DISTRICTS 


1. The area of operations of the Society in the Province of 
Manitoba shall be divided into six geographical districts as 
described in Schedule B_ to these by-laws and to be known as 
follows: 
District No. 
District No. 
District No. 
District No. 
District No. 
District No. 


DOWN 


ARTICLE II 


1. (a) At the first general meeting and all meetings there- 
after all members shall be represented by delegates at 
general or special meetings of the Society elected or app- 
ointed by the members for such purposes and the votes of the 
delegates at any such meetings shall be deemed to be the 
votes of each and every member of the Society and shall 

be as effective as if every member of the Society were 
present and took part in such meeting. 


(b) Each member shall be entitled to be represented by 
one delegate at the meetings of the Society. 


2. (1) Each delegate must be a member of.a credit union 
association, society or company which is a member of the 
Society. 


(2) A retiring delegate shall be eligible for re-election. 


(3) In the event of a delegate ceasing to be qualified as . 
prescribed in this section he shall cease to be a delegate. 


3. Shareholders entitled to appoint a delegate to attend 
shareholders' meetings shall also be entitled to appoint an 
alternate delegate who must have the same qualifications as 
a delegate, to attend such shareholders' meetings in the 
absence or inability to attend of the delegate. Where any 
delegate is not present at the meeting the alternate delegate 
may, if present, vote in place of the delegate. 
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1 
2 
3 
4 
5 Remuneration 4. Fach delegate shall, for attending any general or 
of Delegates special meeting of the Society, or for attending to the bus- 
iness of the Society, on every occasion file a claim for his 
6 railway fare or bus fare. The fares shall be pooled and 
divided proportionately between the delegates. 
7 
ARTICLE IV 
8 
MEETINGS 
9 apaliey 
First 1. The first annual meeting of the Society shall be held 
Meeting on such day, being not more than six months after the 

10 incorporation of the Society at such time and place in the 
Province of Manitoba as the provisional directors may 

11 determine. 

Annual 2. After the first general meeting, the date of which shall 

12 General be set by the provisional directors as hereinbefore prov- 

Méeting ided, the annual general meeting of the Society shall be 

13 held each year upon such date and at such hour and place 
in the Province of Manitoba as may be determined by the 
directors. 

14 

Special 3. (a) Special general meetings of the Society may be 

15 General called at any time by the directors whenever they deem 

Meetings the same necessary or advisable and may be held upon 
such date and at such hour and place in the Province of 

16 Manitoba as the directors may determine. 

17 (b) It shall be also necessary for the directors to call 
a special general meeting whenever requested in writing 
so to do by not less than twenty-five members and if the 

18 directors do not, within twenty days from the date the 
request is made, proceed to calla special general meeting 

19 of the Society, then thirty-five members may themselves 
call a special general meeting which shall be held in the 
city in which the head office of the Society is located. 

20 

Notice of 4. Notice of other annual general meeting or special 

21 Meeting general meeting, specifying the place, date and hour of 
the meeting, shall be given by mailing a notice to that 
effect to each member at its address last registered at the 

22 head office of the Society at least twenty days before the 
day on which such meeting is to be held. The non-receipt 

23 of the notice by any member shall not invalidate the pro- 
ceedings or the business transacted at such meetings. 

24 

25 

26 

27 

28 

29 

| 
30 
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1 
2 
3 
4 
Credentials 5. Each delegate, before being entitled to vote, shall 
5 present in such form as the directors require, evidence 


of his due appointment or election as a delegate. 


Quorum 6. At any regular or special meeting of the Society, 
delegates representing at least fifteen members shall 
7 constitute a quorum and if this quorum is not present, 
the Presiding Officer of the meeting shall adjourn the 
8 meeting to a date not less than seven or more than fifteen 


days thereafter, and the decision of the adjourned 
meeting shall be binding upon the Society regardless of 


9 the number of members represented, provided that 
notice of the adjourned meeting shall be given by the 
10 Secretary by a letter at least five days previous to the 


date of the adjourned meeting. Provided, however, that 
at the first general meeting of the Society a majority of 
11 members present shall constitute a quorum. 


12 Voting 7, (a) At and after the first annual general meeting no 
member shall vote except through delegates and no dele- 


gate shall vote by proxy. 


(b) Each delegate shall have only one vote irrespective 


14 of the number of members or shares represented by him. 
Procedure 8. Every question submitted to any meeting of share- 
15 holders shall be decided in the first instance by a show 
of hands and in the case of an equality of. votes the res- 
16 olution shall be declared lost. 
At any meeting unless a poll is demanded a declar- 
17 ation by the Chairman that a resolution has been carried 
or carried unanimously or by any particular majority 
18 or lost or not carried by a particular majority 


shall be conclusive evidence of the ‘fact. 


19 If at any meeting a poll is demanded on the election 
of a chairman or on the question of adjournment, it shall 
20 be taken forthwith without adjournment. 


If at any meeting a pollis demanded on any other 
question, it shall be taken in such manner and either at 
once or after adjournment as the chairman directs. 

22 The result of a poll shall be deemed to be the resolution 
of the meeting at which the poll was demanded. 


A demand for a poll may be withdrawn. 
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Order of 9. The order of business for the annual meeting and, 
Business so far as practicable, at other meetings of the Society 

shall include: 
(1) Roll call and/or filing of delegates' credentials 
(2) Proof of due calling of meeting 
(3) Reading and disposal of Minutes of previous 
meeting. 
(4) Business arising out of Minutes 
(5) Report of Directors 
(6) Reports of committees and officers 
(7) Report of auditor and consideration of financial 
statement 
(8) Elections 
(9) Unfinished business 
(10) Appointment of auditor for the ensuing year 
(11) New business 
(12) Adjournment 
Adjournment 10. The chairman may, withthe consent of the meeting, 
recess any meeting of the Society from time to time and 
from place to place. 
ARTICLE V 
DIRECTORS 
Provisional 1. The persons named in Section 1 of the Act of 
Directors Incorporation of the Society shall be the provisional 


directors and shall hold office until their successors 
are elected at a general meeting of the Society. A 
majority of the provisional directors shall constitute 
a quorum. 
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1 
2 
3 
4 
5 
Number of 2. The Board-of Directors shall consist of not more 
6 Directors than fifteen directors. 
7 Qualifications 3. (1) A director must be a member of, or shareholder 
of Directors in, a credit union, association, or company that is a 
member of the company, or of a credit union, association, 
8 society, or company that is a member of, or shareholder 
in, a member of the Society. 
9 (2) A retiring director shall be eligible for 
re-election. 
10 
(3) A director must be a resident of the Province 
11 of Manitoba. 
First Perm- 4. At the first general meeting of the Society a 
12 anent Board of Directors shall be elected and shall hold 
Directors office until the first annual general meeting. 
13 
Term ef 5. (1) Directors shall hold office for a period of 
Office three years or until election of their duly qualified 
14 successors, provided that at the first meeting of the 
shareholders it shall be determined which of the 
15 Directors shall hold office for one, two or three-year 
terms respectively, and the determination shall be 
entered in the Minutes of the meeting. 
16 
(2) At every annuai general mecting thereafter, the 
17 Directors shall be elected for a three-year term, to 
fill the places of the retiring directors, who shall be 
eligible for re-election. 
18 
Directors 6. (a) Directors shail represent and be elected sep~ 
19 elected by arately by delegates representing the geographical dist- 
districts ricts of the Society on the basis of one Director for 
every 18 members or major portion thereof of the Soc- 
20 iety in each geographical district; provided that each 
geographical district shall be represented by at least 
21 one Director. 
(b) Co-operative associations, companies or 
22 societies which are members of the Society in 
accordance with Article 1 Section 1 of the general by-laws 
23 shall ipso facto be included into the geographical district 
in which their head office or Manitoba Branch office is 
located. 
24 
25 
26 
27 
28 
29 
30 
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Procedure 
in Election 
of 
Directors 


7. (a) Directors shall be.elected by District me etings 
of delegates held at the same time and place as the 
annual general meeting of the Society; or Directors may 
be elected by District meetings of delegates held not 
more than 60 days prior to the annual meeting of the 
Society. Notice of such District Meetings of the deleg- 
ates for the purpose of electing directors shall be given 
at least 30 days prior to the date of such district meetings. 
District meetings held before the annual meeting shall 
be called by the Board of Directors of the Society if 
requested by three or more credit unions in a district. 


(b) Delegates attending a district meeting pursuant 
to such notice shall elect a chairman and secretary. The 
chairman shall conduct the meeting according to the 
procedure provided in the by-laws for the conduct of a 
general meeting of the Society inscfar as the same is 
applicable. At any district meeting called for the 
purpose of electing a director,those delegates present 
from such district shall constitute a quorum. 


(c) In district meetings of the Society, directors, 
after nomination, shall be elected by secret ballot, with 
each delegate casting votes equal to the number of 
vacancies and subject to receiving a majority of the 
votes cast, candidates to the number to be elected rec- 
eiving the highest number of votes shall be declared 
elected. In case it becomes necessary to take a sec- 
ond or further ballot, the candidate receiving the low- 
est number of votes on the preceding ballot shall be 
eliminated. 


(d) If the number of candidates nominated does 
not exceed the required number of directors to be 
elected, all the candidates so nominated shall be dec- 
lared elected. 


(e) Candidates nominated pursuant to subsection 
(c) shall before votes are cast, furnish the chairman 
of the meeting satisfactory proof that he or she is 
qualified as a candidate under section 3 of this part of 
the By-laws and further proof in writing that his or her 
candidacy is supported by the credit union, association 
or company of which he or she is a member, 
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5 Vacancies 8. If the office of director becomes vacant, the 
directors shall fill the same for the balance of the year 

6 in which the vacancy takes place. At the next general 
meeting of the Society the vacancy shall be filled by the 

7 delegates and any person elected to fill such vacancy 
shall hold office until the expiration of the term of office 

8 of the original director. 

Remuner- 9. The remuneration of the directors shall, from 

9 ation time to time, be determined by the delegates. 

10 Vacation of 10. The office of director shall be vacated by any 

office director if: 

i1 (a) He resigns; 

(b) He ceases to qualify as a director; 
q y: 

13 (c) He becomes bankrupt or suspends payment or 
compounds with his creditors or makes an authorized 
assignment or is declared insolvent; 

14 

(d) He becomes financially interested in any 
15 business conflicting with the interests of the Society; 
16 (e) He is directly or indirectly interested in any 


contract with the Society or participates in the profits 
of any contract with the Society unless he first discloses 
17 his interest to the Board in open meeting and refrains 
from voting in respect of any such contract; 


(f{) He becomes an employee of the Society, or 
19 the employee of a society or a company owned and 
controlled by the Society; 


20 (g) By resolution passed by a three-quarters vote 
of those present at a generai mecting called for that 

1 purpose he is removed from office. 

2 (h) A director who moves his residence outside of 


the boundaries of the district he represents shall 
resign from the board of directors at the first meeting 


23 following such a change of vesidence and if such res- 
ignation is not received, the board of directors shall 

24 declare the position of director for the district to be 
vacant. 

25 
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3 
+ 
Meetings 11. Regular meetings of the Board of Directors 
5 shall be held at least once every three months and may 
be called by the President or any two of the directors. 
6 
Notice of 12. Notice of any meeting of directors shall be given 
7 Meetings in writing or by telegram not less than five days before 
such meeting provided that no notice shall be necessary 
in case of a meeting of directors held immediately 
8 upon the adjournment of the annual general meeting of 
the Society and provided further that meetings of directors 
9 may be held without formal notice, if all the directors 
are present or if those absent have signified their con- 
10 sent to such mecting or their consent to the business 
transacted thereat. 
11 Quorum 13. A majority of directors shal? constitute a 
uorum at any meeting of the Board of Directors. 
q Mi g 
rr : ; 
Executive 14, (a) The Board of Directors sha]J have authority 
and other to constitute an executive committee which shall con- 
13 Committees sist of the officers of the Society. 
14 (b) The executive cormmittee shall, in the interval 
between the meetings of the directors, exercise all 
15 the powers of the directors in accordance with the 
general policy of the Society and the directions of the 
16 directors. 
(c) Meetings of the executive committee shall be 
17 held at the call of the President or a majority of the 
committee. Meetings may I.c cailed on four days' 
18 notice by letter, telegram, or telephone. A majority 
of the members of the executive committee shall 
19 constitute a quorum, 
(d) The executive committee shali keep a record 
20 of all meetings and acticas thereof and such records 
shall be open at all times to the insvection of any 
1 director and shall be submitted for approval to the 
next succeeding Board meeting. 
ps (e) The directors shal) have power to constitute 
any further or other standing committees as, in its 
23 discretion, are deemed necersary or desirable for the 
conduct of the business of the Society and confer upon 
4 such committees such authority and assign to any such 
committees such dutics as it may from time to time 
determine. 
25 
26 
27 || 
28 
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15, (a) The business of the Society shall be managed 

by the directors who may exercise all such powers , 

of the Society as are not required to be exercised by the 
Society in general meeting. Subject, nevertheless, to 
these by-laws and such regulations not inconsistent 
with these by-laws as may be prescribed by the Society 
in general meeting, no regulation made by the Society 
in general meeting shall invalidate any prior act of 

the directors which would have been valid if that reg- 
ulation had not been made. 


(b) Without limiting the generality of the power 
hereinbefore conferred upon the Board of Directors, 
it may: 
(i) have power to allot and transfer all shares in the 
Society; 


(ii) appoint a manager or managers of the Society and 
define the duties of such manager or managers; 


(iii) prescribe in what manner all officers and employ- 
ees of the Society shall be engaged and discharged; 


(iv) fix the amount of the bond, if any, required for 
the manager, treasurer and other officers and 
employees; 


(v) conduct the business of the Society according to 

general law, the statute or statutes under which the 

Society from time to time derives its power, these 

by-laws, the principles of co-operation and the best 
interests of the Society, and supervise the carrying 

out of the instructions of the Society; 


(vi) prepare an annual report of the business of the 
Society and present the same, together with the 
auditor's report, to the annual general meeting of the 
Society; 


(vii) make all necessary provisions for the calling of 
annual and special general meetings of the Society, or 
delegate such powers to the executive committee. 
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(c) The Powers and duties of all officers of the 
Society and the terms of employment and remuneration 
shall be settled from time to time by directors and in 
the absence of any agreement to the contrary the emp- 
loyment of all officers shall be at the pleasure of the 
directors. 


ARTIC, Vi 
OP ETGERS 


1. (a) The officers of the Society shall be: a President; 
a First Vice President and a Second Vice President; and 
a Secretary. 


(b) A treasurer who may or may not be a director 
shall be appointed yearly by the directors and shall be 
bonded in such amount as the directors see fit. 


2. The directors may also appoint a manager and 
such other officers as they see fit, with such powers 
and duties as the directors may determine. 


3. The directors may fix the remuneration of the 
officers of the Society, whether directors or not. 


4. The President shall preside at all meetings of the 
Board of Directors and shareholders; he shall sign all 
deeds and other formal documents; he shall countersign 
all share certificates and shall perform such other duties 
as are usually incident to the office of President of a 
company or are required of him by the directors, pro- 
vided that the directors may, by resolution, authorize 
some other person to sign deeds and other formal 
documents and countersign certificates of stock. The 
Fresident shall be an ex-officio member of all comm- 
ittees. 


5. In case of the absence of the President or his in- 
ability from any cause to act, the First Vice-President, 
and in his absence the Second Vice-President, shall dis- 
charge the duties of the President. 
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1 
2 
3 
Secretary 6. The Secretary shall attend all meetings of the 
4 Society and of the Board of Directors and keep 
correct Minutes of the same; he shall sign all deeds 
5 and other formal documents; he shall give due notice 


of all meetings of shareholders and directors and 
shall perform such other duties as are incident to his 
6 office or as may be required of him from time to time 
by the directors. 


Treasurer 7. The Treasurer shall have charge of all monies 

and securities of the Society; unless the Board other- 

8 wise order he shall deliver up such mones and secur- 
ities and any books or documents relating thereto as 

9 and when instructed or authorized by resolution of the 
Board of Directors and not otherwise; and he shall per- 

10 form such other duties as are incident to his office or 
as may be required of hjm from time to time by the 
directors. 

11 

12 ARTICLE VII 

13 CREDIT COMMITTEE 

Credit Committee 1. There shall be a credit committee of three 

14 Members members, who may or may not be directors, which 
shall hold office for one year and which shall be elected 

15 each year by the Board of Directors at the directors! 
meeting immediately follow ng the annual general 

16 meeting of the Society. The committee shall amongst 
themselves elect the chairman. 

17 || Powers 2. The Credit Commitice shall have the general 
supervision of all loans to members and subject to any 

18 general order of the Board and the provisions of the Act 
of Incorporation fix the security required if any and the 

19 terms of repayment of all loans. At least a majority 


of the credit committee shall be present when any loan 


is under consideration and every loan must have the 
20 unanimous approval of every member of the credit 
committee who is present. 
21 tabi 
Application 3. Every application for a loan shall be on a form 
for Loans provided by the Society and shall set forth the purpose 
22 for which the loan is desired, the security, if any, 
offered, ar:j such other information as the Society may 
23 require. 
24 
25 
26 
27 
28 
29 


30 


sd? to agatiesen {ls baetis (fete yrstexo98 siT 0 

© qdoxl brs erotse1i0 Yo brsod add to bas yieio0e 
abeob tis agie tlede od jonrse oat to eatugiM fooxt09 
ssijon aub ovig Lede anf jainerntoob lanrxot tecito bas 
bus erotosiib bas stoblodersde to egritgem Is to 

eit of drebiont ors a6 eattub tondio dove arrotreq Ifsde 
seit ot etnit stot? mid to bstivpes od ysot es 10 93illo 
,exotoetib oft yd 


asinors ifs te agredo eved [sre satueset T 9diT .¥ 
-rerdto bisod ott avelny jyietoo! ed? lo esitizuses brs 
«quae? bas eotmom doue qu savileb ilade ed tobxo oeiw 
as ofered? gaitslst essen 0b to exood yas bas estii 
git lo notiviosst yd bexirodius to hejoutiemt vodw brs 
-teg Use adi brs ‘opiwralto jon bas atotpstid to bisod 
xo 908to aid of trebiani ets as esitub sorte dove mitot 
endt yd omit of omit mort mtid jo bartupst od yao 26 


Serotpe rhb» 


iy QIOITAA 
WATTIMMOD TIGSAO 


satdd 2 vettimriton tibet s od Itsde steiT «1 
inttiw ,atodosttbh ed jon yard to year odw ,etsdorent 
betoale ad [lsde dordw bas 1asy emo 101 sottho blod ilsde 

'grofoetib edt ts arotoatid Yo brs0d adi yd tsey dose 
Istoneg leurs old ga profic? yiststbe rtm gaitsocm 
jegnoms Here setters edt yisitoe eft lo gatiesc 
 waretisds odt fools esvioadrad? 


Istedey ont oved Merde soittinaseD tihetD oAT 6S" 


yrs of Joetdve bas wrodmacrot easol [Ts lo noteivteque 
goA edd to eaoteivorg ant bas brsoe odt lo xebro tarenay 
eit bas yrs Ue betitpet yiitusse oft xit qolistoqioont to 
ytitotsm 6 fesol 3A _angol ifs Io trecrysqet lo eerrts? 
weol yrs nedw ingestg od ifsde sedtirarnos sthet> of% Yo 
sft sve tasor sol yreve bas aoittexsbienos tobau at 
fibers oft to vadeiem yrove io Isvorqqs avoriinsou 
Ljngeorq ai odw seitionctos 


moi s mo od Usde nsol s tot notisstqgs yraeva .€ 
seogtig sci dirot joe [sda bos ytoinoe edt yd babivorq 
yas lh ytituooe edt ,betiaeb at msol edt doidw sor 
yent yisioce ont es notismrotat tordto dova bas baastto 
.Otiupet 


yisios2e& | 


sorvesotl 


sstiimeod jthato 
siadagM 


arewot 


noltsotiqqA 
ansol 107 


Nethercut & Young 
Terente, Ontaric A597 


1 
2 
3 
4 
5|| Procedure 4. The credit committee shall elect their own chairman 
and shall meet as often as the business of the Society 
6 may require. Meetings shall be called by the chairman 
and shall also be called on request of two members of 
the committee. A majority of the committee shall 
7 constitute a quorum. 
8|| Report 5. A complete detailed and up-to-date report of all 
proceedings and actions of the credit committee shall be 
9 submitted to each meeting of the Board of Directors in 
writing. 
10 
ARTICLE VIII 
11 
DEPOSITS 
12 Deposits from A member may deposit money with the Society upon 
Members such terms as to interest, security, time of payment 
13 and otherwise as the directors may determine. 
14 
ARTICLE IX 
¥S 
DISTRIBUTION 
16 || Dist ributian of 1. The directors after paying expenses and making 
Earnings proper allowance for depreciation shall apportion the 
17 net earnings of the yearly business of the Society as 
follows: 
18 (a) By setting aside an amount equal to at least 
twenty percent (20%) of the net earnings in a reserve 
19 fund, until the reserve fund is equal to fifty percent (50%) 
of the paid up capital of the Society, which fund shall be 
20 held as a reserve against uncollectible loans or losses 
and shall not be used for any other purpose except on 
dissolution, winding up or liquidation, provided that the 
21 directors may establish such other reserve funds as 
they may deem necessary or advisable. 
22 
(b) By paying interest on the paid up capital at 
23 a rate not exceeding five percent (5%) per annum. 
24 
25 
26 
ay 
28 
29 
30. 
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1 
2 
3 
4 
(c) Such further portion of the net earnings in any 
5 year shall be allocated, credited or paid to the shareholders 
as a borrowed dividend amongst the members of the Comp- 
6 any, in proportion to the interest earned by the Company 
from the members during those years; but interest and 
borrowed dividends due to the members may be placed to 
7 the credit of the members on share capital account until the 
unpaid balance of all shares held by the members is fully 
8 paid up. 
9 ARTICLE X 
10 RECORDS 
11 Records 1. The Secretary shall keep a book in such form as may 
be approved by the Board of Directors in which shall be 
12 kept recorded: 
(1) a copy of the Act of the Legislative Assembly of 
13 the Frovince of Manitoba incorporating the Society and any 
supplementary legislation of that or any other provincial 
14 legislature, or, of the Parliament of Canada, and of all the 
by-laws of the Society; 
15 (2) the names, alphabetically arranged, of all persons 
who are or have been members; 
16 
(3) the address and occupation of each such person 
17 while a member, as far as can be ascertained; 
(4) the number of shares of stock held by each member; 
18 
(5) the amounts paid in and remaining unpaid respect- 
19 ively on the stock of each member; 
(6) the amounts, if any, standing to the credit of a 
20 member; and 
JA (7) the names, addresses and occupations of all persons 
who are or have been directors of the Society, with the 
22 several dates onwhich each became or ceased to be sucha 
director. 
23 | 
24 
25 
26 | 
27 | 
28 | 
29 | 
30 | 
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1 
2 
3 
4 
ARTICLE. XI 
2 
FISCAL YEAR 
6 Fiscal Year The fiscal year of the Society shall end on the 3lst day 
of December. 
7 
8 ARTICLE XII 
9 HEAD OFFICE 
Head Office 1. That Article XII of the general by-laws be deleted 
10 in its entirety and replaced as follows: 
11 "The Head Office of the Society shall be located in 
the City of St. Boniface in the Province of 
Manitoba .'"' 
12 


2. That the change in the place of the Head Office of the 
13 Company shall become effective on the lst day of 
September, 1957. 


14 
ARTICLE XIil 
15 
SEAL 
16 
| Seal The seal of the Society shall not be fixed to any instru- 
17 ment except by the authority of a resolution of the dir- 
ectors and in the presence of the Fresident or Vice- 
President or such other persons as the directors may 
18 appoint for the purpose and in the presence of the Sec- 
retary or such other person or persons as the directors 
19 may appoint for that purpose. And the President or 
Vice President ox such other person or persons as 
aforesaid and the Secretary or other person or persons 
20 as aforesaid shall sign every instrument to which the 
seal of the Scciety is so affixed in their presence. 
21 
22 ARTICLE XIV 
AUDIVOR 
23 vee Toe 
Auditor 1. The Compary shall at each annual meeting appoint 
24 a duly qualified auditor or auditors to hold office until 
the next annual general meeting. 
25 
26 
| 
27 
28 | 
29 
30 | 
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} 2. At least at the end of each fiscal year such aud- 
itor or auditors shall audit the books and accounts of 
5| the Society and shall report thereon to the Board and 
to the annual general meeting. 


7 | ARTICLE XV 
| AMENDMENT TO BY-LAWS 
8 | 
Amendment 1. The Society may at any general or special 
9 to By-laws meeting called forthe purpose enact all necessary 
by-laws not contrary to law or to the provisions of the 
Act of Incorporation as may be deemed necessary or 
10 advisable, and such by-laws may be added to, amended, 
or repealed and others substituted therefor at any 
11 meeting of the Society subject to the provisions thereof 
provided that any enactment, amendment, repeal, or 
12 substitution shall be made by a majority of not less than 
two thirds of the delegates as being entitled to vote 
thereon; provided further that if written notice of the 
13 proposed enactment, amendment, repeal or substitut- 
ion is forwarded to each member with the notice of the 
14 meeting at which such enactment, amendment, repeal 
or substitution is to be considered, then a majority of 
15 delegates present at such meeting who are entitled to 
and do vote shall be sufficient. 
16° 
| ARTICLE XVI 
17 
GENERAL 
18 General 1. Notice may be given by the Society to any 
member, delegate or director, either personally or by 
19 sending it by post to him to his last known address or 
to his registered address or any supplied by him to the 
20 Society for the giving of notices to him. 
1 2. Where a notice is sent by post, service of the 


notice shall be deemed to be effective by properly 
addressing, prepaying and posting the letter containing 
22 the notice and shall be deemed to be effected at the time 
at which the letter was deposited in the post office. 
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1| APPENDIX "I" 
2 THE CREDIT COMMITTEE 
3 The Credit Committee has sometimes been called "The 
4 Heart of the Credit Union", It is a very important factor in 


the proper running of a credit union, The members of a Credit 
Committee must be patient and considerate, They are elected 
to help the members of the society. They are not expected to 


be hard-boiled but they are expected to be businesslike in 


¢ | their approach to making loans. The members of a Credit 

9 | Committee are loaning out the Credit Unions funds to members 

10 | and they should govern themselves accordingly. 

11 Election 

12 The Committee is elected by the annual meeting and 

, may consist of three, four or five members (Act, Section 59 - 

Appendix "A"; By-laws, Section 31 - Appendix "G"), A member of 

14 the Credit Committee cannot be a Board member or member of 

15 the Supervisory Committee or treasurer-manager of the society. 

16 The method of electing the Credit Committee members 

17 is outlined in the By-laws, Section 32, 33 and 34 (Appendix "G"). 
Where a vacancy occurs on the Credit Committee the Board of 

48 Directors shall appoint a person to fill the vacancy until the 

y next annual meeting when the shareholders shall aiéet a member 

20 to complete the unexpired term (By-laws, Section 35 - Appendix 

2h 2G"). 

| 

22 Appointments by the Board 

23 | Under the Act the Board (under certain conditions) 

24 | may appoint all or some of the members of the Credit Committee 

as | (Act, Section 59(2) - Appendix "A"'). Credit unions carrying 
on business under the Standard By-laws have their Credit 

20 | Committee elected by the annual meeting in the usual way. 

27 A credit union may if it wishes have one or more 

28 | members of the Committee appointed by the Board by by-law, as 

29 provided by the Act. 


| 
30_| 
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1 
2 Loan Officer 
3 Under Section 59 of the Act (Appendix "A'') any 
credit union with more than $400,000 of paid-up capital and 
deposits may (under certain conditions) appoint a loan 
5 Officer. 
6 The Credit Committee is the body which sets the 
7 limit on the size of loans which may be made by a Loan 
P Officer. Therefore, there must be complete co-operation and 
understanding between the Board and the Credit Committee to 
: make a loan officer position successful. 
10 The Loan Officer may make loans without the prior 
11 consideration of the Committee but any application refused by 
12 the Loan Officer may be reviewed by the Credit Committee, 
13 Fundamentally the purpose of the Loan Officer is to 
take some of the detail workload off the Credit Committee, 
14 
15 Meetings 
The Credit Committee is required to hold regular 
m monthly meetings and other meetings as required to look after 
17 Credit Committee work. (By-laws, Section 36 - Appendix "G"). 
18 In actual fact, Credit Committees meet as often as several times 
19 a week and if they do their job well they are certainly the 
20 hardest worked committee in the credit union, 
The purpose of the regular monthly meeting is intended 
iz to be much more than just a meeting to deal with loan applic- 
a ations. It is a general review of the work done, and to be 
23 done, by the Credit Committee, For example, they have a report 
24 from the chairman or secretary on the number and amount of loans 
95 | made during a given period, They must also have a report by 
the loan officer (if one is appointed) showing all applications 
v received and how they were handled, When the loan officer 
27 refuses a loan, the Credit Committee may review and authorize 
28 | such a loan, They have a report from the manager on how many 
20) loans have become delinquent in their payments and the reasons 
30 for such delinquency. They should also deal with any problems 
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able to determine whether they are on the ciate track in 
making loans and decide whether or not they should tighten 
up on loans. They will also see from the discussions some 
instances where they may heva bean too "tough" in the 
making of loana or where thay did not give sufficient time 
and consideration to the application of the borrower. 

Another qu2stion that should be decided and 
reviewed at regular monthly meetings of the Committee is 
the question of limiting or extending the authority of the 
manager-treasurer in the making of small short-term loans 
within the limitations of Section 59 of the Act, Subsections 
(5), (6) and (7) (See Appendix "A'). 

The Committee should also occasionally review its 
position under Section 59(8) of the Act (See Appendix "A''). 
Responsibilities of Credit Conmittees 

Section 59(6) of the Act reads as follows; ''The 
Credit Committees has the general supervision ae all loans made 
by the society.'' In the light of this section, we will deal 
with the duties and responsibilities of committee members 
under the following three headings; 

The Mechanics of Making Loans Where There is Not 

A Loan Officer. 

1. The application for a loan must be properly 

completed by the prospective borrower. In many 

cases the manager helps the member to see that the 


form is properly completed, 


2. Ordinarily the manager will present the loan 
application to the Credit Committee (exceptions to 
this are noted below under Pargaraph 3). The Credit 
Committee should have at its disposal the past 
record of the applicant's borrowing from the credit 
union, They are also required to enquire into the 
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1 
2 
borrower and analyze hia ability to repay fully 
3 and promptly the obligations he has assumed 
4 ( By-laws, Section 37 - See Appendix "G"). They 
5 shall decide on the security to be taken and the 
P terms of repayment of the loan. (The rate of 
interest on loans ia set by the Board of Directors) 
All of thie may be done in a matter of minutes but 
8 in some cases it may have to be delayed for a period 
9 of days before final approval can be given. The 
10 members present at a Credit Committee meeting must 
be unanimous in their approval of a loan before it 
x can be granted (Act, Section 49(10) - See Appendix 
si SA’) 5 
13 
3. The exceptions to Committee approval of a loan 
sg before it im made are those set out im the Act 
15 (Section 59(9), (12) and (13), and Section 63(6). - 
16 See Appendix "A"). Even these exceptions, however , 
“7 must receive subsequent consideration by the 
18 Committee. 
19 4. After loans have been approved by the Credit 
20 Committee (or Loan Officer) and made by the Manager, 
the Credit Committee checks occasionally to see that 
= the required security was taken and that the instruc- 
a tions of the Committee are properly carried out, 
23 
5. Minutes are kept of all meetings. 
24 
25 Restrictions and Limitations on Making Loans 
26 The Act sets out restrictions and limitations 
27 regarding credit unionoperations for two main reasons: 
28 1. To comply with good credit union practice, The 
| restrictions and limitations are there because many 
af years of credit union experience has shown that they 
30 are necessary to successful operations, 
H| 
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1 
2 2. To keep credit untona operating along sound 
3 business lines that have been found over many years 
4 of trial and error to be veceasary to keep them 
from bankruptcy. 
5 
6 Credj{t Union "service" has soma Limitations largely 
due to the tremendous amount of voluntary effort 
7 that goes into running a society but it also has 
8 decided advantages to the members over other types 
9 of lending institutions. 
10 
Collecting Loans 
11 Every losn made to a credit union member is to be 
12 collected on the basis of the terms of the agreement 
13 between the credit union and the borrower, This is 
one important factor that is explained to the borrower 
u at the tims the loan is made, The certainty of 
15 collecting a loan is determined at the time the loan 
16 ia made. The care and attention given to the grant- 
7 ing of loans is extremely important and reduces 
collecting coats and worries to a minimm, 
18 Credit union practice has placed the responsibility 
19 on the Board of Directors for collecting delinquent 
20 loans. The Credit Committee, however, shares this 
responsibility. To thia end it is paderatood that 
” the Coumittee and the Board co-operate cowpletely. 
22) Some credit unions make the Credit Comuittee 
23 responsible for following up on delinquent loans or 
24 delinquant payments. They claim that the Credit 
Committee is a lot more careful and reasonable about 
xia making loans if they know some of tha problems of 
26 collecting. 
27 Other credit unions appoint a Delinquent Loan 
28 Committee, general Board members, who have the resp- 
onsibility of checking on all loans in arrears and 
_ making recomendations to tha Losrd regarding the 
‘a action that skould be taken to collect loana 
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een APYENDIX "J" “ 
: THE SUPERVISORY COMMITTEE 
2 
Duties of the Supervisory Cowmittee 
. The Supervisory Committea of 3 to 5 1# required to 
4 examine the affaira of the mociety at least every three months, 
5 The by-laws (Section 43) (See Appendix "G") also require 
6 regular monthly meetings. (See Act, Section 60 - Appendix "A"), 
7 The responsibilities of this Committee give it a 
8 great deal of authority. For example, in its examination of 
the affaire of the society the Cormittee may, if it unanin- 
F ously deems such action necessary, suspend any officer, director, 
- or committee member and by a majority vote may call a general 
11 meeting of the members to act on such suspension, This arate 
12 cedure would only be adopted in extreme casea where fraud was 
13 evident or where officera were deliberately doing things that 
14 would be detrimental to the society. In the ordinary course 
15 of events, however, the Supervisory Committee would report 
any mal-practices and without exception these would be care- 
. fully considered by the Board and Committees concerned, 
si The by-laws (Section 42 - Appendix "G") and the Act 
18 (Section 60 - Appendix "A'') outline in greater detail some of 
19 the duties of the committee. 
20 Section 60, Subsection (5) of the Act (See Appendix 
1 "A") and Section 42, Subsections (3), (4) and (5) of the By- 
2? lawe (See Appendix "G'') may require some further explanation, 
It was realized some time ago that some credit unions had 
“ become so large and had so many transactions to check that the 
- Supervisory Committee could not be expected to do a complete 
25 job, The Comnittee might feel that a more detailed study of 
26 the records was necessary to protect the interests of the 
27 members. These sections give the Committee guthority to 
28 employ an outside auditor if the Board approved the expenditure 
09 | and if the Minister or the Director of Co-operative Services 
approved of the auditor. The purpose of this latter safeguard 
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is to make certain that the Committee does not delegate its 
responsibilities to persons who are not qualified. 

ince chute we'd monthly report must be signed by 
at least one member of the Committee. 

The Supervisory Committee must report "at least - 
once every three months" to the Board of Directers (Act, 
Section 60(8) ~- See Appendix "A") with particular attention to 
the keeping of the books and delinquent loans and any other 
irregularities in the operation of the society. 

If any Supervisory Committee members are inactive 
for a period of three months or more the Board may declare 
that their term of office has expired and shall forthwith 
appoint a member of the society to fill the vacancy created, 


(Act, Section 60, Subsections (9) and (10) - See Appendix ''A"), 
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INVESTMENTS 


In Manitobs, Credit Unton Directors have the resp- 
onsibility of looking after credit union investments, It is 
generally considered that tha Statutory Reserve (for Bad 
Debts), which cannot be loaned out, should be invested. In 
addition to this, credit unions wish to keep a percentage of 
their assets in a liquid position, One way this is done is 
to invest part of the required statutory reserve in readily 
negotiable securities of mome kind. 

Credit Union Directors invest their surplus funda 
as follows:- 

Section 4(d) and (e) of the Credit Unions Act (See 
Appendix "A") covers this point, A credit wnion can invest 
up to 25% of its capital in the paid up shares of: (1) invest- 
ments and building societies, (2) other credit unions 
(within the sphere of operation of the investing society), 

(3) the Co-Operative Credit Society of Manitoba and centrals, 
(4) in any legal investmenta authorized by law for trust funds 
in the Province of Manitoba, (5) in the shares of a co-operative 
to the extent necessary to become a member, 

Investments under (4) are those referred to in "The 
Trustee Act". This Appendix deals chiefly with such inveat- 


ments, 


"The Trustee Act" 
According to Section 63 of The Trustee Act, Trustees 
are at liberty and at their discretion may invest in:- 
J. Government of Canada or Government guaranteed 
bonds or debentures, 
2. Province of Manitoba bonds or denedinra’ or the - 
bonds of any other province or guaranteed by any 
province in Canada, 
3. Bonds or debentures issued by any municipality, 
achool district or the governing Board of a hospital 


district established under the Health Services Act, 


si vat oP 
’ 7 | i) Ls ‘ 
ROG ; siwte® oho 
; 7 
: | 
zi "SSRI oa | 
me ' ‘ ‘a “ Ae ” 
grwmeragvat 


 qaet os svedt eaod ye tha noha athewd , mapas nk ] 
et 42 .otnemdeswnl nolo tibom xoths Bey ee 40 ait rdtane 
ball 202) owioasA grosuina® ald Jods borokianoo eitatiaky 
nl .bedesvnt od biporla 30 bonnol sd Jones dobdiw ,(eidead 
to sgainesxeg » good ot duty amotau sibeto aids of woliibba 
at omob at vida yaw sa0 .noksiaog biupil » mt ajesas ators 
yitbeas ot svroner “sodutasiu Bethuped sd2 20 Jasq jeaval oF 
| wboiad omoa to astittuosa ofdaliogen 
ebrut wvelquve tteds desval azojas7td gota aibexo 
~;awollot as 
asd) JoA ecotaU tibs7) ant to (9) bna tb) modasee | 
geavat mao mobay teers A .dmtoq ally atsvos CPA" xthasaas 
eteovet (£) :%o netane. qu blaq sedi ot Indiqso aot 40, weS 03 qu 
anmolnu tbbsx9 nites (S) ,saisetoos gutbitud bons gicem 
_(yisioos gnideevat sit to wolimzeqe Jo arsiqa on ntisiw) 
tinzmeo bae sdotingM to yisiood aibe1 serseteqoied, ed4'3tk) 
abr? feuds wot wal yd bsxtroddue siseetsaowiel isgel yas nt (a) 
avideusqo-09 «2 to esuede oda mt (2) ,sdoiiasM to agnivasd edd at 
“aedwen a emoged o3 yzaakesoen Inada nt 03 
eft" nk od bexistst saod? sae (4) aehbow asnaniesval 
~daovot dove dite yltetdo alseb xthasqqaé eidT gg esteuat 


. BINS 


i "494 so9jaurxT silt"! 
Wwaseayat Jad seveuxT edt to £6 molsjos2 of grit 10994 

mae Seavat yam nolio1zel® Steins ta hom yiasdil Ja xs 
bosdnaisug InemntTavod 10 shane. 10 Inonmrevon an 
eeruiasdsh to ebaod 
efit 10 sowznedsh 10 abnod adojinsM ko sonivosd .S 
vas yd besinoimug to sontvorg asdso ye to abnod 

. ,abansa) nt sonivong ts 
@Haghotaum yin yd borvent eid bro whod (of | 

saciaenod™ to hasof gatarsvog edd x0 toabrials loots 


20K esatvas2 siatwott mi wai bedwifdagas dolas0th ; 


oF Rey ae, ee ae ae an *. 


py 
Nathoreitt ra Jena 


Jerente, Ontaric A61LO 
1 
2 
Appendix "L" 

3 | 

| 
4 4, Bonds or debentures issued by the Metropolitan 
5 Corporation of Greater Winnipeg. 

| 5. Government or other securities guaranteed by 
6 


the Government of the United Kingdom. 

6. Securities which are a registered first Fishes 
or mortgage on improved lands held in fee simple 
(important limitations in Section 63(3)(c) of The 
Trustee Act), 

7. The guamanteed truat certificates of a trust 
company. 

8, The terminable first debentures of a loan 
company. 

9, The first mortgage bond of any company incorp- 
orated under the laws of the Deataton of Canada or 


of any of the provinces of Canada, 


For the purposes of this Brief we will omit any 
comments on Items 5 to 9 inclusive because credit wnions are 


not normally interested in investments of this kind, These 


items are also subject to certain limitations uader The Trustee 


Act, 
20 
21 Normal Credit Union Investments Under The Trustee Act. 
7 1. Government of Canada bonds are generally 
considered to be the safest type of investment for trustees. 
* Credit Unions recognize that they produce the lowest rate of 
24 coupon interest, but on the other hand, they are most readily 
25 eaketbans: The seme is true of gumanteed bonds such as the 
6 Canadian National Railways. 
aT 2. Provincial bonds have a better coupon interest 
| rate and most of them are considered to be a first-class 
| investment for trust funds. Bonds guaranteed by a province 
29 
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Appendix "L" 


are in a similar category and generally have a slightly 
higher coupon interest rate. For example, Hydro bonds are 
generally considered an excellent investment when guaranteed’ 


by the Province and frequently carry a slightly higher coupon 


rate, 


3. Bonds or debentures of the Metropolitan Corpor- 
ation of Greater Winnipeg may have a wider market than most 
other municipal securities and might, therefore, rate close to 


provincial or provincial guaranteed securities. 


4, Municipal bonds and debentures in Manitoba are 
considered safe for trust funds providing the issue has been 
approved by the Municipal and Public Utility Board. School 
District Debentures are in a similar category. The difficulty 
with investments of this kind, however, ia that they are not 
always readily convertible into cash. In other words, there 
is not always a ready market for municipal issues. As a 


result, the market price may vary considerably. 


The latest addition to the list of trustee invest- 
ment are bonds or debentures issued by the governing Board of 
a Hospital District established under the Health Services 
Act, These fall into a category similar to municipal bonds 
and debentures but generally involve more than one municipal- 


tty. 


Investments in Co-Operative Shares 


This investment is permitted only for the purpose 
of acquiring membership. With many credit unions now occupy- 
ing permanent premises they have housekeeping costs and 
expenses, Many credit unions would like to patronize their 
local co-operative in making such purchases. These investments 
are not in any sense considered to be a liquid asset. This is 


one reason why the investment is limited. 
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Iengue and Yedoration shares would be in a atwiler 
category and woul# not be considered as an inveatment for! 
trust funds under Vie Trustee Act, although they are allowable 


for purchase under the Credit Oatens Act. 


When looking for iInveetment for credit union funds 
the Board of Directors keeps fn mind three factora;- 
1. Ita first concern ia the safety of the investment. 
The Cresit Unton was established to serve the needs 
and best interests of the wambere, If, for example, the 
society 1a asked tuo pivehaee school ¢debenturesa for the construction 
of a badly needed scheal in the «rea, or a neighboring munic- 
ipality, the menbera wight feel that they were providing a 
comaunity service by purchasing nome debentures. The point 


4 


is, however, that the directors main concern as a trustee ia 
to protect the interesta of che mamber, and his prime concern is 
mt for the conatruction of the school, 

The Boerd therefore might feel that an investment 
in Government bonds was the aoteat couras to follow. At the 
same time, the credit union could provide the money in loans 
to mambers who wished to borrow part of the money they would 
need to purchase debentures. The soctety could' hold the 
debentures as security egainst the lomn, In this way the 
credit union would be supporting the gschool debenture issue, 
encouraging the membec# to save, but placing the responsibil- 


ity for support of the school on the membera themselves, where 


it belongs. 


Z. Is the proposed investment readily convertible 


into cash? 


Reserves area Get aside for two or three purposes. 
If the proposed investwent La to build up a liquid reserve and 


if the Credit Union ie investing tte statutory reserve, it will 
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3 
4 want to know that it can convert the investment into cash 
5 very quickly. For thiw purpose Dominion or Provinclal 
Government bonds or bonds guaranteed by these governments 
6 
are more readily negotiable than other bonds or debentures. 
7 Municipal issues (including school and hospital districts) 
8 do not have as ready market as Dominion or Provincial issues. 
9 A Credit Union cannot depend on carrying the invest- 
ment through to maturity. Consequently, the question of 
10 
converting the investment into cash is very important. 
11 
12 3. The cost of the investment and the yield, are the 
13 next factors that are considered by the Board when investing 
credit union funds. Credit Unions consider at least three 
14 
important factors that affect fluctuations in the bond market:- 
15 (a) the safety of the repayment of the capital, 
16 (b) the increase or decrease in interest rates or 
7 stock earnings generally, 
(c) the maturity date of the issue, 
18 
19 
20 
21 
22) 
23 
24 
25 
26 
27 | 
28 
29 
30 
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APPENDIX "4" 


"Security" on credit union loans in the 'guarantee' 
required by the credit union and given by the borrower to 
assure the credit union against loss in case of default on 


the part of the borrower in meeting hin loan payments, 


Promissory Notes 


With the exception of rea) estate mortgages,'a note 


fe required for all credit union loans (Act, Section 63 - See 


_ Appendix "A"),. This note is a prowise to pay in accordance 


with the terma of the note, A note is simply a contract 
between the credit union and the borrower. The terms and 
conditions of the contract are binding. If the borrower 
becomes delinquent the credit union can legally demand payment 


of the note. 


is Shares and Deposits as Security 


A common form of security used in credit union loans 


is the shares and deposits of the borrower (Act, Section 63(7) - 


See Appendix "A''). It is common practice for a credit union 
member to borrow up to the amount of his shares and deposits 
plus the limit-allowed by the Act on the note of the borrower. 
To be effective as security, shares and deposits must be 
specifically given as security on the application and note. 

If shares and deposits are taken as security they are "frozen" 
and may not be withdrawn except that portion not needed to 
cover the balance owing on the note. For example: If "A" has 
$300.00 in shares and deposits and borrows $500.00 from the 
credit union giving his share and deposit bc doaR as security 
he cannot withdraw from his credit union account until the 
loan has been reduced to less than $300.00, If he reduces his 
loan to $100.00 he could then withdraw $200.00 trom his credit 


union account but must leave $100.00 to protect his loan, 


ot REGWAT IA rv at 


VTL MITe AO 2ITYT 


‘eet nersug’ ots al enaol ‘nolay sfhea3 no “ydtwwo92" 
ot teworsod afd yt siaviy bun pola Jiboxo sd3 yd Sesrtupst” 

no Jiveteb to 9eno mi anol Jantage sotm tibet ods Swees 
\adneayeg apol etd gabtorn ak seortoed fia Yo Jtaq ada” 

asso yroaatmo7d — 

ajon a, eogegrtom saadee Iaex lo nokIqesxs ofa daiw 
ese - £9 rokion2 ,t2A) aneol note atbets [Ie tol bextupst 3i 
sonnbsooo8 at vig od sakworq & Bt ston ald? CYA" xibmaqqh © 
jyourdneo & vfamta st ston A .8t0n edo to anys? edt dalw 

baa emiod ofT .t5woxz0d aid bre notm gibeto 9dJ neswied 
xoubytod efi 22 .gntbatd se Jor iIA02 ait to enolitbnoo © 
gnseryoq bnameh yllaged mas tetns tkbero sda jaoupakieb eemooed 


-adon 9ffi to 


qitsupe2 26 siteoysd bre wexad .! 

ensol cota sibers at bona yitwoes So mrot mommoo A 
* (TES noksaa2 129A) “geo rvod sdt to adkaaqsh baa esunde 9f3 at 
noimu aibers » xot soltoe%q nommo9 e! ar . CUA" xtbreqqs 992 
etigoqsh brs astada aid to 3nuosm ed2 o2 qu wowted of i Tedmam 
~tswotred si to ston sid no dak oxida yd bewolle-atmtl eda aula 
ed dave stieoqoh bra setsde ,yitavooe8 Bf svidasits ad of 
.aton bas noliscilqgqa sda no Yk woes Be navig vilsolttosgqa 
“igsoti" axa yond qilavoos a6 noted sua udteoqs’ bie esteda tI 
@? bebsen ton soljteq jada Jqaoxe fwaibdaiw ad jon yam bra 
esd "A" 21 : af qmuxts xo% ..sion sid no gatwo eonstad sfj tevo09 
od mont 00,002 aworrod ban aitsoqob boa astada mi 00,00€% 
yiiqugsa as Inuod5s jieaoqeb bas stad sid gatvig nolinu tibet 
eda {lin sjsve928 nolau $}boro aid aort wetbditw jonaso sf 
ald asoubs1 sil TJ (00,0088 asda east of beorbary nocd ead meof 
tibet eit movi 00.08% waxbilaiw noid bivoo en 00,001% o3 asol 


. = atrl ees 03 00,001% sveel Jaum 4ud iavopoe noknu 


ei} 


en Stee on ve pean 


29 


30 


Nethercut é Young 


Torente, Ontaric A615 


Appendix '™M'"' 


The shares and deposits of a minor, for whom an 
account is held in trust, cannot be used as security against 
the loan of the trustee, 

The shares and deposits of a spouse cannot be used 


as security without the approval of the spouse. 


25 Co-Makers or Co-signers. 


A co-signer or co-maker on a note is the person 
responsible for the repayment of the note if the borrower 
defaults on his payments (Act, Section 63(7) - Appendix "A"), 

Some credit wnions use this type of security very 
extensively, others find it most unpopular among the members, 
It is up to the borrower to produce the co-signer if that 
is the kind of security he is offering for the loan, 

Sometimes the signature of the wife of a borrower is 

accepted as security on hex husband's note. The theory 
behind this is that the wife realizes fully the commitment 
her husband has made, Since wives handle the apending of a 
good part of the family income she would realize the need for 
saving and would help to see that the loan was retired as 
quickly as possible, Sometimes it can be dangerous practice 
for a husband to borrow money without his wife's knowledge 

of the obligations involved because of the effect it will 
have on the family budget, 

The first consideration in making a loan with co- 
signers as security is still the ability of the borrower to 
repay. Secondly, the ability of the co-signer to pay if the 
borrower defaults, Thirdly, the liklihood of collecting without 
taking legal action. 

A co-signer might also pledge his shares and 
deposits as security against default but this is not necessary 
unless required by the Credit Committee. Under Section 45(2) 
of the Act, a co-signers share and deposits may be frozen by the 


credit union if the borrower becomes delinquent, 


Ai 


¥ 
"4" xbbreqga 


ae morlw tot ,tomim 6 lo stteggo’ brs aorxveres oAT 
Jeniags ¢aiwose sa heru sd jonas ,Jautd te pat al Imvooom 
amen wees aire to oa and 


at 


beau od Jonna sevoga @ to item bak eorde odt 


.sevogs adt to Isvorgqs od} stvodsiw yswooe | Et 


on .atsngie-o0 xo 8 19ABM-90 & 


noewsq od al ston a 20 totem-oo to rongte-09 A 
ssworred et at ston ald Jo Jramyaqes of? tok sldiencqset 
Ca" xibaegqa - (1)E0 noitoag ,.3DA) etreoryeq eld ao esiuedsb 
yrev yilavose to squl alda seu anolm: Jisex2 smo? 
.ayedmem sf? gaome valuqoeqauy Jeon Jf bold aranto titanate 
gaddt 24 xengie-oo fi agubomg, 09 yewousod adi of qu ak ai 
~nbol oft rol gotyeito at ad ytiawoen to brid 913 at 
at toworsod a to stiw of lo striangin sad eats wank 
qroed) ef? .aton e'bnadaud qed no qibwoss asp b93qsoo8 
jremitomes ods yilvi aouiiset otiw odd iad3 al ald? botisd 
8 %6 gatbnega sift slbnad eoviw aorta sham and bnadeud xsd 
tot besn ofa ssiises bluow sfa emogal ylism? os to tzeq boog 
as botiiet eaw ngol oid jadj soe 03 qied biuow iia guiveam 
sobioaty avoxsgiek sé neo 3k semtiamos .sidtsasoqg @s yidotup 
syostwond a'astiv ati Jvodstw arom worted o1 hasdaui 8 104 
ifiw 32 tosit?s sft to savsced bovfovnt aaotisgifde af1 lo 
dagbud yf Secus 2 of3 no -aved 
“og Atkw obit 68 gatxam at scotzaushienoo jest st a” | 
of xewowrod add to qitilds sda [iije ei Yil woes a Spsitaate 


oft tt yeq 03 tarigie-o9 efi do ysifida sda ,yxibuosse § .yeqst 


quodjiw gatioslloo to bondildif of3s ,ylbal dT .etfueisb towo rod 


.wotton Iageal anitdss 


hos esuade atc aghal¢ cata Idgim i aha ee ‘ 


yissesosn jon at alds stud tiusish daatngs YIi tesa aA aii aogsh 


ave gut & 
(Sea noljos2 saboU ila ce dtbers aa yd nesiaiee esotau 
; , RAG A 


eta yd nesor3 sd an sdteeast bos stade atonal a-09 6 ,doA off3 to 


5 Wy; ' a telay 
-Jaoupmtl sb aomoosd 1swortod sj il nolny abbets 


Nethercut & Young 


Terente, Ontaria A616 


Appendix 'M" 


A co-maker does not have to be a member of the 
credit union but the Credit Committee takes reasonable 


precautions to see that he is a responsible person, 


a5 Payroll Deduction and Wage Assignment 


Induetrial credit unions - particularly those 
having the wholehearted support of management - sometimes 
have a payroll deduction system operating. Under this 
system the credit union member authorizes his employer to 
deduct a set amount from his wages each payday. The Company 
will then turn the ac over to the credit union where it 
is credited to the member's account. 

Wage assignments are e good form of security for 
a loan. If a borrower offers an assignment of wages when he 
applies for a loan, the loan ts not usually granted until 
the Credit Committee is satisfied that the assignmant will © 
be honoured by the employer, A wage assignment is, in 
effect, un agreement between the employer and the employee 
to pay over to the credit union (if the employee's loan 
becomes delinquent) some part or all of his wages or salary 
until the loan is paid up. The credit union would have to 
notify the employer promptly in case of delinquency, partic- 


a Pe alist aa 


ularly, if the member ceaned to be an employee. 


4, Chattel Mortgages 


A chattel mortgage is a mortgage on personal 
property. 

This 1# a conmon and very useful form of security in 
many credit unions. A chattel mortgage does not replace a 
note but is supplementary to a note. A chattel mortgage is 
a legal document and to be of any value it must be legally 


correct, 
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2 Appendix "Mm" 
3 
4 A chattel mortgage must be registered within 
thirty days after it is completed to be effective against 
5 third parties, The Credit Committee may grant a loan with 
6 a chattel mortgage as security but the Committee also 
7 instructs the manager to either register or not register 
the chattel mortgage depending on whether or not they feel 
é it necessary. 
9 Insurance is also available against the non- 
10 registration of chattel mortgages. The effect of this 
11 insurance is to protect the credit unions in the same way 
they would be protected by registration. 
a The Credit Committee makes certain that adequate 
13 insurance is carried on chattels covered by a mortgage if 
14 such insurance is possible. The policy is made payable to 
15 the credit union, particularly if the chattel happens to be 
a car or truck where fire or accident could remove or 
sag seriously impair the value of the security. 
17 A chattel mortgage registration expires in three 
18 years and lapses unless it is renewed within thirty days 
before the expiry date. 
19 
a D6 Real Estate Mortgage Loans. 
21 A note is not necessary but may be taken along 
22 with a real estate mortgage. Large loans for the purchase 
of real estate or the construction or improvement of homes 
“ are not usually considered to be a field in which credit 
24 unions operate until the small loan field has been well 
25 covered. Credit unions were intended to provide services 
26 in a field where borrowing costs are high with a view to 
reducing these costs. This applies particularly to the 
" small short-term loans and to deferred payment plans, 
28 However, some credit unions do have surplus funds 
29 | 
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which can be used to provide a service to members in the 
real estate Joan field. Thia type of loan is usually kept 
within 25% of the total assets of the society. When 
considering real estate mortgage loans, consideration is 
given to the following headings: - 
1. Real estate mortgages should be properly 
prepared by a lawyer. 
2. Sixty or seventy percent of a fair value of 
the property is the maximum amount of loan 
usually given. 


3. The payments should be within the borrower's 


A618 


ability to pay with some margin of safety in case 


of an economic setback. 

4, The interest rate should be competitive. 

5. Can the credit union afford to tie up large 
amounts of money for a long term? If not, 
the amount ta kept down and the term short. 

6. The Credit Conmittee should make sure that the 
property is adequately covered by insurance and 
the policy made payable to the credit union in 


case of loss. 


6s Assignments or Lodging of Documents or Securities. 

Members frequently apply for a credit union loan 
and offer as security common stock, municipal or school 
debentures, clear title to property, cash surrender value of 
life insurance policies, Government or industrial bonds or 
some such type of eecurity. These may be given on ap assign- 
ment or simply lodged with the Credit Union as an assurance of 
good faith in repayment of the loa. 

There are many variations of this type of security 
all of which may be good security in the minds of the Credit 


Committee. 
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The cash surrendar value of life insurance 
policies have no real valum as sacurity unless aesigned 
to the credit union, The samp applies to registered bonds. 

The Credit Committee occastonally runs into 
cases where security offered cannot be traneferred or 
assigned to the credit union or cannot be released to a 
credit union in case of default, This ie generally the 
case with members' equity in a co-operative, some Dominion 
Government Savings Bonds, and to a few types of insurance 


policies. 


Phe Conditional Sales Agreement, 


A few credit unions use this form of collateral 
security to a note, In such cases the vendor ia the member 
of the credit union who requires a financing arrangement 
and agrees to assign his interest, in the sale of an 
article which has been purchased from him, to the credit 
union as security for a loan made to him by the credit union, 

For example: "A", the vendor, is a credit union 
member and has borrowed from the credit unfon to finance 
his business. "A" sella an electric refrigerator to '"B", 
"B" makes a down payment of $50.00 to "A" and agrees to pay. 
the balance of $300.00 at the rate of $30.00 per month, 

"A" assigns the note over to the credit union and "B" then 
makes his paymenta directly to the credit union. Such 
payments plus the interest are credited to "A's" loan 
account in the credit union. 

In transactions of this kind the credit union must 
make certain that the note and the agreement between "A"! 


and."B"' are properly prepared, 
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16 Office and Mailing Address: 710 Norquay Building, 
Winnipeg 1, Manitoba. 
17 
18 
19 
Compiled bys 
20 
P, A, Frossais, 
1 Chief Supervisor of Credit Unions, 
22 
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YEAR'S OPERATIONS 


Number of Credit Unions: In 1960 there were 15 new charters 
10 issued, bringing the total number of credit unions chartered 
since inception in 1937 to 301. 


11 In 1960, four credit union charters were cancelled and there 
were four credit unfons inactive, 
12 At the end of 1960 the credit unions are classified as follows: 
13 Active: Assoctational . ..... S? 
Occupational ....e«.. 82 
14 Community: Urban.... 8 
Rurale gisele Oe 
23 
15 
Inactive: Occupational. . « « «© « « 4 
16 
Cancelled since inception. ..... _6l 
17 Total Chartered . . .. . 30L 
18 
Associational credit unions represent members of co-operative 
19 associations, religious groups, labour unions, Occupational 
credit unions comprise employees of commercial or industrial 
enterprises, government service, etc. Community credit unions 
20 are made up of people living in a certain district within a 
city or in the country and having a common bond of association, 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
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Balance Sheet: (EXHIBIT "'A'') 


Assets increased by $7,463,968 or 21.4% compared to $7,146,513 
or 25.7% in 1959, 


The increase in loans outstanding was $6,200,116 or 21.32Z;in 
1959 it was $6,513,454 or 24.4%. 


Share capital increased by $5,868,535 or 22.9% compared to 
$5,024,967 or 24,47, 


The increase in deposits amounted to $736,503 or 14.7%. In 1959 
it was $701,006 or 11,62. 


Total savings (shares plug deposits) increased by $6,605,038 or 
21.6%. Last year the savings increased by $5,725,973 or 23%. 


Liabilities to non-members went up by $192,958, In 1959 they 
increased by $956,864. 


Investments were up $314,545 compared to $468,046 in 1959, 


Buildings and equipment increased substantially, some credit 
unions moving into their own quarters. 


Income and Expenses:(EXHIBIT "B"') 
Interest from loans shows an increase of $615,955 compared to 
$499,152 in the previous year. 


Returns to the members as interest on shares, interest on deposits, 
and rebates increased by $245,828. In 1959 the figure was $197,370. 


The increase in other expenses was $264,594, while in 1959 it was 
$244, 643, 


Statistics: (SCHEDULE 1") 


The number of members incréased by $9,203 or 11%, The increase in 
1959 wae about the same, 9,200, but the percentage was 12.4% 


Loans granted in 1960 were $4,831,529 more than in 1959, an increase 
of 18.5%. In 1959 the increase had been $5,830,458 or 28.7% over 1958, 


Loans written off after deducting loans recovered amounted to $35,296 
compared to $71,881 in 1959, a 


Average savings (shares plus deposits) per member increased by $34,82, 
In 1959 it had increased by $31.60. The average equity of members in 
total assets increased by $38.99. If the liabilities to non-members 

are deducted the average equity 48~tha_remaining assets would be $434.30, 
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Loan Classification: (SCHEDULE "9'') 


Based on 231 reports the order of importance in loans granted in 
1960 is as follows: 


a) As to the number of loans: 1, Purchase and repairs of 
automobiles and trucks; 2. Furniture and clothing; 
3, Consolidation of debts; 4, Purchase and repairs of 
land and buildings other than mortgages. 


b) As to the amount of loans: 1, Purchase and repaire of 
automobiles and trucks; 2. Purchase and repairs of 
land and buildings other than mortgages; 3, Real Estate 
mortgage loans; 4, Consolidation of debts, 


LEGISLATION 


There were no amendments to the Credit Unions Act in 1960, 


CO-OPERATIVE S$! VICES BRANCH 


During 1960 the 236 active credit unions were audited once, and 
seven of them twice, Three inactive credit unions and one centrale 
were also audited, There were 247 audits in all, Two credit unions 


were not audited, 


The staff attended: 51 Annual Meetings 
2 General Special Meetings 
8 Board Meetings 
4 Committee Meetings 
11 Joint Meetings 
7 Other Meetings 


and gave bookkeeping assistance in 26 cases, 


Four credit unions were suspended, Six suspensions were lifted, 
leaving two credit unions still under suspension, 


The Branch provides free: Bookkeeping Manuals, 
Handbook for Credit Unions, 
"A Study of Credit Unions" Booklet, 
Verification Notices for Supervisory 
Committees, 
Copies of the By-laws, and 
A limited number of copies of the Act, 
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TOTAL ASSETS 


Share Capital 
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COMPARATIVE CONSOLIDATED BALANCE SHEET 


Loans Outstanding: Personal 
Estate 


WLNGL SSSCCE cs oa ee 


LIABILITIES AND RESERVES: 


oe3ee 


Deposits . . « « «ee 


Other Liabilit fes an) 
TOTAL LIABILITIES .. 
Reserve Fund . 2... 


Other °Funda’. “o's 6S ve 


Undivided Earnings , , 


o” = 6 0° OF 2 


oe @ 8 @ @ 


AS AT DECEMBER 31st 


Cash on Hand, Bank, Centrals . 


e e 


Real Estate 


° 


. . ° ° . . e e . 


° 


° 


Land & Buildings less Depreciation 


Furniture & Fixtures less Depreciation 


1959 


226 Reports 


$ 2,898,814.99 
21,071, 905.36 
727,782.19 
7,279, 706.57 
2,341,792.58 
354,950.35 
109, 407.60 


130,329.25 


$34,914, 688.89 


$25,614,870. 12 
5,023,611. 45 
1,959,067.65 

$32,597,549,22 
1,069,121, 37 

125,911.25 


1,122, 107,05 


$34,914, 088,89 


SSeS 


236 Keports 


A62a4 


EXHIBIT "A"! 


1960 


$ 3,724,582.26 $ 
25, 231,756.73 
891,046.94 
9,156, 706.09 
2,656, 337,30 
439,821.73 
139,897.95 


138,507.93 


Increase 
Decrease * 


a 


825,767.27 
4,159,851.37 
163,264.75 
1,876,999.52 
314,544.72 
84,871.38 
30,490.35 


8,176.68 


$42,378,656.93 $ 7,463, 968.04 


i 


ee ee 


$31, 483,405.01 $ 5,868,534.89 


5,760, 114,65 


2,152,025.21 


736,503.20 


192,957.56 


$39,395,544.87 $ 6,797,995.65 


1,389, 276.67 
152,839.45 
1,440, 995.94 


320,155.30 
26, 928,20 


318,888.89 


$42,378,656.93 $ 7,463,968.04 
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COMPARATIVE CONSOLIDATED INCOME & EXPENSE ACCOUNT 


FOR THE PERIOD JANUARY lst TO DECEMBER 3let 


INCOME: 


Balance Undivided Earnings Jan, 


Entrance Fees and Fines , 
Interest from Loans . « « 
Other Income 


TOTAL . oe ° e . e ° ® e 


EXPENSES: 

Interest on Shares «4 « « 
Rebate Interest . .. « « 
Interest on Deposits. . . 


Other Expenses .. « » « 


TOTAL EXPENSES 2% « 's 


TRANSFERS TOs 
Reserve Fund 


OLHOTcFUNGS Os srs: a0)» (e 


UNDIVIDED EARNINGS DECEMBER 


$EOTAL 


eee ee * 


Siete. <s 


1959 
226 Reports 


$ 875,072.46 
4,507.15 

2, 368,723.43 
186,073.58 


$ 3,434,376.62 


———— SSS 


$ 656,683.50 
150,754.08 
70,828.95 


1,142, 286,48 


$ 2,020,553.01 


$ 276,854.81 
14,861.75 
1,122, 107,05 


$ 3,434, 376.62 


1960 
236 Reports 


A625 


EXHIBIT ''p!* 


Increase 


Decrease * 


$ 1,126,210.78 $ 251,138.32 


4,750.63 
2,984, 678.80 


238, 471.08 


$ 4,354.111.29 $ 


$ 


$ 


$ 846,189.77 $ 
196, 963,32 
80,941.13 


1, 406,880.34 


2,530,974.56 $ 


355,290.26 $ 
26,850.53 


1,440, 995,94 


$ 4,354,111.29 $ 


243,48 
615,955.37 


52,397.50 


919,734.67 


——— 


189,506.27 
46,209.24 
10,112.18 

264,593.86 


510, 421.55 


78,435.45 


11,988.78 


318,888.89 


919,734.67 
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1 

2 

3 STATISTICS SCHEDULE "1° 

4 1959 1960 

226 Reports 236 Reports 

5 || Credit Unions incorporated during year . « « « « 10 15 
Total Credit Uritons incorporated <u 4 eile “sie s 286 301 

’ Credit Unions dissolved during year . » « © « o 8 4 

7 || Total Credit Unfone dissolved .. eee eee 57 61 

8 Active Credit Unions . 2 6 ece we ee ee ewe 226 236 
Inactive Credit Unions ...+«ssccevcee 3 4 

9 Numberrof members| 4 « 6 6 6 .s:4 ¢ + & #6 6 6 6 83,419 92,622 


10 Loans issued during year ooet+ © 88 © © @ © @ $ 26,179,556.20 $ 30,011,985,07 
Loans issued since inception . » « « © © © e » « 9137,709,760.25 $167,720,845.32 
Loans written off during year (net) . «o.oo $ 71,861.29 §$ 35,296.36 


12 || Loans written off since inception . 4... $ 326,928.86 § 362,225.22 


13 Percentage of loans written off during year . .« 27% 12% 
Percentage of loans written off since inception, | » 247 22h 
14 Average number of shares per member . 2. 61.4 68 


15 Average member's share holdings, . 2 «esse $ 307.06 $ 339.91 


Average member's holdings in shares & deposits . $ 367.28 $ 402.10 
16 

Average member's equity in total assets 2... $ 418.55 $ 457.54 
17 || Percentage of shares to assets » « » 2 ese e 73.4% 74.3% 

Percentage of loans to assetS « « « « © 0 0 @ 0 83.32 83.2% 
18 

Percentage of real estate loans to assets 6 « « 20.8% 21.7% 
19 Percentage of estate loans to assete « « « o « « 2.1% 2.1% 
20 Percentage of loans to liabilities , 2. +6 eee 89.2% 89.6% 

Percentage of liquid assete . «+e eeeeee 15% 15.1% 
21 First credit union incorporated in 1937, Co-operative Credit Society of 

Manitoba Limited incorporated in 1950, ka Caisse Centrale de St. Boniface 
92|| Credit Union Society Limited incorporated in 1952, Credit Union League of 

Manitoba incorporated in 1956, Credit Union Federation of Manitoba Limited 

incorporated in 1960, Inspection of Credit Unions set up in 1943, Co-operative 


23 | Services Branch set up in 1949, 
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Nethercut & Young 


Terente, Ontario A629 
1 
2 
a 
4 
CLASSIFICATION OF CREDIT UNIONS 
5 By Total Assets as at December 31 SCHEDULE ''2'! 
€ 1959 1960 
| To S20 OOOR memterdc cs ce TR mH OH a we 55 48 
10,001 to $ 30,000 e e e e e-e e e e e « e e e ° 37 42 
8 30,001 to DO LO00 He cle. Gah eicales eivalk atantaal cis 18 22 
9 50,001 to 75,000 es ° * 2 . J es ¢ . s es e e ° e e 24 19 
75,001 to MOO L000. Soe ca 4) by ace rauamenre 20 16 
10 
100,001 to S00 O00 Sie eis sé ane slleie maven 43 51 
11} 300,001,t0 ...500,000 , eee cer eneeccs 12 15 
_ SOOwORd bs tiiies 600,000 «sa a. ca a MOREE eee ? 10 
600,001 to BOO ;O00N. . 4 «cea el eamaacere 2 3 
13 800,001 to M000 5000S. 6 6 6 a e0é:s Se een br ome 2 1 
14 1,000,001 to 1,300,000 oeewe534xrteeteeek eee 2 x 
1,300,001 to 1,500,000 oo evo eoeeewet ewe & © @ @ 1 2 
15 
1,500,001 to 2,000,000 oeoeonwmeveeset @ @ e@ @ &¢ 2 2 
16 Over 2,000,000 . e+e sec vsveerecvnseovece _t _2z 
226 236 
ta = = 
Credit Unions with assets less than $10,000 ,.... 55 48 
18 Percent ee @ @ 24% 20% 
Credit Unions with assets less than $50,000 .,... 110 112 
19 Percent). <-« « 49% 47% 
| Credit Unions with assets less than $100,000 ..... 154 147 
20 Percent. «.-. 68% 627 
Credit Unions with assets less than $300,000..... 197 198 
21 Percent . « « » 87% 84% 
Credit Unions with assets more than $300,000 ..... 29 38 
22 Percent . 6 « « 13% 16% 
23 
24 
25 
26 
27 
28 
29 
| 
30 | 
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Terente, Ontarie A630 


1 
2 
3s 
CLASSIFICATION OF CREDIT UNIONS 
? By Members as at December 31 SCHEDULE "3" 
3| 
| 1959” 1960 
6 AO SU Members 4 6.6 6 ws S10 0 2 eb ee Oe wo eo 08 17 Le 
7 34.€o §61OO members. 5.0.2 << + 0 6 3 6 FO we 8 8 48 41 
E01 €a. 200 members. wc sss 6 2015 0 oe % ® Be ls 54 60 
8 201 to: 300 members... s 0 6s eee 6 6 ee ee 35 33 
9 301 to 400 members, «2.2. eer reer sree ce 14 18 
40) co 500 members... 0 s «2 <6 4 0 6 & wl eens 6 13 9 
ay SOI to 600 memberé 5.6 = a ss «0. © 6 sw eiieliel te 8 10 
11 GOlito. G00 membOray. 6. as & 5 050 6, we lees ll 15 
12 SOksto WOOO membera. i. ic jc)'s we 6. 61s « eu nemomeneets 7 7 
1,001 to 1,200 members, 2.2. ec ccc venecewesee 6 8 
13 Ve204 4G 1600 ee ObAN ee co oa oii go svg n'rs) panne 5 4 
14 1,601 to 2,000 members. «1.2. ee ace ee et 0 0 0 © are 1 3 
2, 0013€652,500 membéra. %) co's 3 0 e 0 © wnanletucteiiente © 2 3 
. Over 2,500 member8 «ses ese eevee veveseve . = naa 
16 226 236 
em emma 
17 Credit Unions having less than 100 members ....-< e 65 62 
Percent «sess ee 29% 26% 
18 Credit Unions having less than 200 members . 2. « » « « « 119 122 
Percent «6 « « 2 « « » 53% 52% 
19 Credit Unions having less than 300 members «¢ . 6 « « « « 154 155 
Percent «+ ie « «© © 68% 66% 
20 Credit Unions having less than 500 members . . « « » « « 181 182 
Percent 2 +e e-e«se 80% 77% 
21 Credit Unions having more than 500 members 2... © « « 45 54 
Percent . « wie © « e 20% 23% 
22 Credit Unions having more than 1,000 members... 2 se 19 22 
Percent «2 « « » = «© « 8% 9% 
23 
24) 
25 
26 
27 
28 | 
29 | 
30, 
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Terente, Ontaric 
MEMBERSHIP GROWTH IN LAST 10 YEARS 
Year Tota] Membership 
195 1 e e ° s e e e 37 1) 706 e e e e e e 


1952 
1933 
1954 
1955 
1956 
1957 
1958 
1959 
1960 


Year 


1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
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OUTSTANDING LOANS FOR LAST 10 YEARS 


Percent of 

Loans Outstanding Total Assets 
$ 4,670,960,01 o Foe Se 70 oe 
6,053, 988,70 oe ee 72 oe 
8, 688,852.26 oe ee 79 one 
10,574,441.81 oe ee 60 ee 
12,270, 664.08 ohbte’s 80 eo ° 
15,088,112,95 eters 81 oe 
18,310, 747.98 orate MG 82 oe 
22,565,940.18 we... Sts 4 tes 
27,079,394,12 oe ee 83 i 
35, 279,509.76 és Leuee 83 eo 
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SCHEDULE '"4" 
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SCHEDULE _''5'' 


Increase 


$ 486,899.48 
1, 383,028.69 
2, 634,863.56 
1,885,589.55 
1,696,222,27 
2,817, 448.87 
3, 222,635.03 
4,255,192.20 
4,513, 453.94 
8, 200,115.64 
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Year 


1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 


1960 


Year 


1951 
1952 
1953 
1954 
1955 
1956 
1957 


1958 


1959 


1960 


Terente, Ontaric 


SHARES PLUS DEPOSITS FOR LAST 10 


Amount 
$ 6,635, 283.65 
8, 402,710.51 
11,038, 963.64 
13,193, 153.11 
15,317, 229,23 
18,741,087, 32 
22,439, 496.58 
27, 768,176.38 
34,916, 688.89 


42,378,656.93 


Amount 


$ 6,140, 625.98 


7,697, 963,88 

9,485, 605.91 
11,584,014, 94 
13,474, 189.95 
16,487, 222.75 
19,898, 345,53 
24,912,508, 48 
30,638, 481.57 


37,243,519, 66 


ASSETS FOR LAST 10 YEARS 


YEARS 


” 


A632 


SCHEDULE _''6"" 


Increase 
1,014, 401,93 
1, 767,426.86 
2,636, 253.13 
2,154,189.47 
2,124,076.12 
3, 423,858.09 
3,698, 409.26 
5,328,679,80 
7,146,512.51 


7,463, 968.04 


SCHEDULE '"7'! 


Increase 

943,842.69 
1,557, 337.90 
1, 787,642.03 
2,098, 409.03 
1,890, 175,01 
3,013,032.80 
3, 411,122.78 
5,014, 162,95 
5,725,973.09 


6, 605,038.09 
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Nethercut & Young 


Terente, Ontario 


INTEREST RATES 


Interest Paid in 1960: 


Interest on Shares: 


Interest _on Deposits: 


Rebate Interests 
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SCHEDULE "8" 
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Terente, Ontario A635 


Most common rates paid in 1960: 


On Shares: 3, 3 1/2, 4, 4 1/2 
On Deposits: 2 and 3 
As Rebates: 6 to 10 
11 to 15 
16 to 20 
Most common ratea charged in 1960: 
Personal Loans; 8, 9 and 12 


Real Estate 
Mortgage Loans: 6, 7 and 8 


Estate Loans: 6 and 7 


Other loans to churches, co-operatives, etc. varied between 5 1/2 
and 8%. 
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N ethercut cd: Young 


Terente, Ontarie A636 
1 
2 
3 CLASSIFICATION OF LOANS FOR THE YEAR 1960 SCHEDULE "9" 
From 231 Credit Unions, 
4 
5 No, of Loans Amount 
PURPOSE: made Loaned 
6 t, Farm Machinery and Repairs... 4. «oe 1,350 $ 999,209.45 
2, Purchase’ Of Livéstocks +. «cists see ore 709 417,605.10 
7 .; 
Sie Seed Grain and Seeding Supplies, © .c, & 8 .46 377 152,334.42 
8 4, Harvest and Threshing .......62220 167 59, 294,00 
9 5. Other Farm Expenses including Wages. . 4 « « 1,803 888,600.79 
6. Real Estate Mortgage Loans ,. .... 0 2 « @ 1,253 4,513, 920.24 
10 7. Land and Buildings (Purchase and Repairs 
other than Mortgage Loans) 5,791 5,068 ,086,17 
11 GO. Estateoanishs chy ss: os 6 Ee oles aes 415 396, 669.40 
12 9, Automobilesand Trucks - Purchase and Repairs 8,040 6,839,034.75 
10, Furniture and Clothing; @ A255 Gis comes ole sae 6, 650 1,780, 640,32 
13 
Lice instramceve lites Kire ate... sms) «le lene te 858 163,350.52 
14 22, Taxes «spe 6H ORES yeh ee ee 1,058 262,122.49 
15 13, Investments - Bonds, Debentures, etc. .« » « 267 180,053.32 
16, -Mogpital, Siedical,, Dental Os <2 vo: sé swls 1,366 250,228.41 
16 $5, Educationaly ... Givuate a ere oa 4. etek 6 8 le 655 185,413.39 
17 UG iVacat Lore uwreee OE a. ci uel elle) May \o\.eh tw teyce! «yelts Debs 678,901.17 
17, Loans to Co-operatives ....-+s-eeoves 87 155, 623,32 
- 18, Business Operations (Merchandise, etc, but 
not debts and buildings) V,052 15335,0607 00 
19 
19 Consalidastoncof \Uebts) 3.5 6 «+ te» sobre 6,445 3,876,669.77 
ZO}; 20. Miscellangos. . i. shoe ee ee eRe Ss 6,718 649,555.26 
TOTALS . . 48 , 276 $29,852,679.85 
21 5 a 
22 
23 
24 | 
25 
26 
27 
28 
29 
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DeLowmrre, Prexpree HASKING & SELLS 
CHARTERED Voc OUNTANTS 


MONTREAL TOR «to Has ON Wik OR 


40 OSBOHNR STREET NORTH 
WINNIELG BEG uA Al nae LoMos N 


WINNIPEG 1, GANADA 
January 10, 1962 
The President and Directors, 
Co-operative Credit Society of Manitoba Limited, 
Winnipeg, Manitoba. 
We have examined the financial statements of Co-operative Credit Society of 


Manitoba Limited listed below: 


Balance Sheet as at December 31, 1961 


Exhibit A 
Statement of Revenue and Expenditure and Surplus 
for the year ended December 31, 1961 Exhibit 8B 
Statement of Reserve Accounts and Members' 
Share Accounts Exhibit C 


. Our examination 
included a general review of the accounting procedures and such tests of accounting records 


and other Supporting evidence ag we considered necessary in the circumstances, 


1961 and the results of its 


Operations for the year ended on that date, in accordance with generally accepted account- 


ing principles applied on a basis consistent with that of the preceding year. 


All the transactions that have come within our notice have been within the 


objects and powers of the Society to the best of our information and belief, 


OPERATIONS 


The following is a summary in condensed form of the Operations for the year ended 


December 31, 1961 compared with the operations for the year ended December 31, 1960: 
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Appendix 'G' 


Revenue: 
Interest earned: 
Loans to credit unions 
On investments and advances 
Mortgage 


Interest paid to banks 
Other revenue (net) 


Expenditure 
Excess of revenue over expenditure 
Add unappropriated surplus beginning of year 
Surplus before appropriations 
Appropriations. 

Interest on deposits 

Interest rebate on loans 


Dividends on shares 
Transfer to reserve 


Unappropriated surplus carried forward 


December 31, 
LOG) ee 


$117,081 
9,622 
434 


127,137 
26,758 


100,379 
951 


101, 330 
30,292 


71,038 
9,234 


80,272 


21,841 
8,008 
29,958 
8,238 


68,045 
ere rai 


THE SOC 


A644 
December 31 

1960 to 
$100,970 94.5 
5,456 ype 
457 + 4 
106, 883 100.0 
21,386 20.0 
85,497 80.0 
1,200 ik 
86,697 81.1 

31,031 29. 
55,666 52.0 
5,228 4.9 

60,894 56. 
13.955) Poe 
Se, Soe 
26,549 24.8 
7,639 Vhon| 
51,660 48.3 
$ 9.234 8.6 


The following is a statement of the assets of the Society as at December 31, 


1961 and December 31, 1960: 


December 31, 


Gash “Gud investments: vias snasae og $ 

Loans to members (including 
SVETOLELEUD Ty tas sessile 6 veh 

Other assets. ye eee te 


Accounts payabl<¢ 


1961 
321,465 


1,738,784 
10,775 


2,071,024 
3,823 


$2,067,291 


December 31, 
1960 


$ 261,512 


1,640,999 
10,099 
1,912,610 


5,574 


$1,207,036 


Increase or 


(decrease) 


$ 59,953 


97,785 
676 


158,414 
(1,751) 


$100,165 
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Appendix "9" 


The source of funds which provided the net increase of $160,165 in assets was as 


ollows: 


Funds provided: 
Capital stock subscriptions, less withdrawals; 


A645 


Subscriptions. ae dake we Atte > 87,768 
Withdrawals... : D4,715  $ 33,053 
8 Increase in members’ deposits 
Balance as at December 31, 1961... 1,313,398 
Balance as at December 31, 1960..., Rec 1,218,949 94,449 
9 Fxcess of revenue over expenditure fo: the year. t BOQ. 7 71,038 
198,540 
funds applied 
10 Dividends paid on shares $29,958 
Less credited to share capita! 21,432 8,526 
Interest on deposit atcaquntg.... .... ... .. . 21,841 
11 Interest rebate on loans... 8,008 38,375 
12 ~xcess of funds provided over funds applied. . a etree erie Mi yng $160,165 
The various Liquidity, ratioe at December 3\ 196) are as follows 
13 Deposits by members 91,313,398 
CAST SAY Hane Sin Cre See, oF Vee See Locesshssese Rue fo 155,442 
Marker Varie oF Vords Hel di” CCMOR SUM RP Assesses 5 ease : 162,214 
14 Ratio of cash to deposits.... Haat nati tigh re amen eh a rs. 11.8% 
Ratio of cash and market value of bonds to dépoel tar te pean ae 24.22 
Cepital, reserves and unappropriated surplus.. ; 753,803 
15 10% of capital and deposits...... rahe ee ey i 206,720 


The provisions of the (.o-operative Credit Association Act which apply to the 


fociety are, among others 


Section 44 The Association shall not make any loan and shall not invest any 
funds if the aggregate of cash on hand and in bank is less than 
5% of deposits, or if the making of the loan will reduce this 


catio to less than 5%. 


Section 45 The Association shall not make any loan and shall not invest its 
funds other than in government, municipal and school securities 
if the aggregate of cash on hand and on deposit and the market 
value of its government and municipal securities ig less than 
20% of the deposits, or shall not make any loan or investment 
other than government securities which reduce this ratio to 
less than 20%, 

Section 46 The Association shall not loan to any one member in an amount 

which exceeds 10% of the capital and deposits of the Association. 

Section 4 “he aggregate of deposits and borrowings shall not exceed ten 

times the capital and reserves, 


The Socfety is within these Limits. 
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Appendix "Oo" 
6 CASH_AND INVESTMENTS 


The cash on hand and in banks consists of the following: 


ASSETS 


7 
Cash on hand: 
P Change fund in Winnipeg office..........000, Pe Jey ye) 
Cash in banks; 
The Royal Bank of Caneda........... $141,636 
9 Canadian Imperial Bank of Commerce. 11,492 153,128 
$h230442 
10 
Investments are stated at cost, $163,975. Tie market value of the investmente 
Ti at December 31, 1961 was $162,214. Details of the securities held are as follows: 
Par Cost Market) 
12 
Government of Canada 44% bonds due 1983....esee6 $ 43,000 $43,000 §$ 40,151 
City of Brandon 54% bonds due 1966-68.......... 25,000 24,625 23,750 
13 Government of Canada 44% bonds due 1972........ 50,000 46,500 48,063 
Province of Manitoba 54% bonds due 1966...... ve 10,000 10,000 10,100 
Province of Manitoba 5% bonds due 1971......... 25,000 25,000 25,000 
14 Province of Quebec 5k% bonds due 1968.........,. 15,000 14,850 15,150 
$468.009 $163,273 $182,214 
15 
Changes in the investments during the year were as follows: 
16 Par Cost 
Purchases: 
Province of Manitoba 5% bonds due 1971L....ccerecvesvcvecs $25,000 $25,000 
17 Province of Quebec 5k% bonds due 19GB... . csc cers ssccceves 15,000 14,850 
40,000 39,8650 
18 Sales: 
Ontario Hydro Electric 4€% bonds due 1962.......seeeeeees 15,000 14,836 
19 | $25,002 $25,014 
The gain on sale of $15,000 Ontario Hydro Electric “et bonds amounting to $13.50 
20 together with the interest income from treasury bille, bought es a temporary lodgment for 
1 idle funds, amounting to $2,741, is included in the total of interest earned on investments 
LOANS TO MEMBERS 
22 These loans consist of: 
Loans to credit union societies........, ceseeesenee $1,689,055 
a Loan to Credit Union League of Manitoba Limited.... 20,000 
Deposit account overdrafts: 
Credit Union League......... COMES CROC Ub Eee oleeele 9,712 
24 Gredit union socteatledsscuny es asia buenseamneence 20,017 
Shadi. 184 
25 
26 
27 
28 
29 
30 
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Appendix "0" 


Loans to credit union societies are secured by notes end are covered by assign- 
ment of their book debts to the Society. The accounts were reviewed at November 30, 1961 
and from the information obtained are properly secured and in good condition, Loans bear 
interest at 6% which in the main is paid promptly. 

The loan of $20,000 to the Credit Union League of Manitoba Limited 1s secured 
by a first mortgage on the League's property which is the premises occupied by the Soctety, 
Repayment is due in 1977. Interest by special arrangement is at a rate equal to that 
paid on share capital by the Society which was 4k% for L961. 

Deposit account overdrafts, except that of the League, are temporary. 
OTHER ASSETS 

Details of these are set forth in the balance sheet, The mortgage receivable 
is a first mortgage on property at Brandon on which $7,112 was owing at Deceniber 31, 1961 
and which is being repaid according to the terms. The advance of $2,000 te Co-operative 
Fire and Casualty Company of Regina was made in 1951 for which no arrangementa for repay- 
ment have been made but which bears interest at 5%. The amount of $400 represents a 
payment on a subscription for ten shares of $100 each in Canadian Co-operative Credit 
Society Limited on which $600 is payable when called, During the year the Soctety sub- 
scribed for shares in the Credit Union League of Manitoba Limited in the amount of $1,000, 

LIABILITIES 

ACCOUNTS PAYABLE 

The amount of $60 represents amounte received on share subscriptions from 
co-operative associations which have not been approved for membership by the Board of 
Directors of the Society, 
MEMBERS ' CAPITAL, RESERVES AND UNAPPROPRIATED SURPLUS 

The details of the changes in these accounts are set out in the financial 
statements. During the year the Society received share capital subscriptions amounting 
to $87,768. Share capital withdrawals during the year amounted to $54,715, These 


amounts compare with subscriptions of $71,973 and withdrawals of $32,285 in the previous 
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éppendix "0" 
year. A dividend of 44% on share capital amounting to $29,958 was declared in September 
1961 of which $21,432 was credited to the members' share accounts, 
In accordance with Article 16 of the Act incorporating the Society, 20% of the 
net surplus for the year, after deduction of interest on deposits and interest rebate on 


loans, has been transferred to general reserve. The amount transferred was $8,238 as 


follows: 
Excess of revenue over expenditure.......... 2 9/6 es aiseing aa deogepege: «priv la ale ape $71,038 
Interest on deposits ~ current........... Shels «Hb sated afete,e.o $ 9,036 
SER Se 4s) te 5,4) tye aces pe Pave ae wearardieasie 12,805 
Interest rebate on loans............. UBIO oe Oca 8,008 29,849 
$41.4199 
ZUBBCROLEOL s carais susie cists tite ee eis ite eioreiats # orakoholatenéiniatesahelavere ele teie mani $_8 233 


We shall be pleased to give you any further information you may require, 
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CO-OPERATIVE CREDIT S$ 


(Incorporated by Special Act of the Province of Manitoba) 


BALANCE 


SHZET AS AT DECEMBER 31 


CIETY OF MANITOBA LIMITED 


961 


a arena nn eS IEEE oh gy AZOLE 


(with 1960 figures for comparison) 


CASH AND INVESTMENTS: 
Cash on hand and in banks....., ae eae 
TONER MEeNeS mat ICOSte yn tocar nie: pom 


ASSETS 


a 9728 we 8) 6 wt 


Total cash and investments.... 


LOANS TO MEMBERS: 
Loans to credit union societies,, 


Loan to Credit Union League of Manitoba Limited... 


Deposit account overdrafts: 
Creare wutonm societies: ..05 6.0004 


OTHER ASSETS: 
Mortgage receivable...... 


Ce ee i er ry oo 


bi ew ihe fovera & 


ce cy 


eee eae 


Lari eriect: wre wna 


eee ee ee meee 


Advance to Co-operative Fire and Casualty Company.......... 


Shares in Credit Union League of Manitoba Limited, 


Signed on behalf of the Board: 


pried tel gee ges te Area de ie 


* 
ae weit Bee eis 


Total other assets., 


oe eee 


Director 


Director 


Shares in Canadian Co-operative Credit Society binleed: 
Sundry balances receivable..... bas aA 
Furniture and equipment - nominal value......... 


Ce er 


1961 
$ 155,442 
163,975 


2,048 


321,465 


1,689,055 
20,000 


20,017 
9,712 


1,738,784 


4yhl2 
2,000 
1,000 
400 
262 

Ll 


_ 


__10,775 


A649 


1960 


$ 120,128 
138,961 


hea 
261,512 
1,592,575 
20,000 


12,793 
15,631 


1,640,999 


7,518 
2,000 
400 
180 

L 


10,099 


-_ 


$1,912,610 
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LIABILITIES 
1961 
DEPOSITS BY MEMBERS: 
Credit union societies - current,......... Hips abode aes ues) OLL, 37 1 
= CSM ts che ee Sry ihiserianic toe ces nay ink 466,083 
Co-operative associations - current.......ec.cceseeuee. Seite b 4,926 
SSL 5 oy cane cake cay ere) shee alee Divide: ainnvostote 25,000 
Credit Union League of Manitoba Limited - FOr Marsa ayes is API Ye 6,018 
POCRL CEDOSUGSs ss nat nee te eee eee £3 313).595 
ACCOUNTS PAYABLE: 
Cheques certified for depositors.................. Siaetoiteee Fis 6 300 
Accomnts payabley co Sundryn os cc coe sccswcecccaceces ae Qua telialew fs 60 
Accrued interest on term deposits.....sicrccscceccerssncscn, 3,463 
Total accounts payables. ..ii.seeuace ims 55:8 3,823 
MEMBERS ' CAPITAL, RESERVES AND UNAPPROPRIATED SURPLUS: 
Share capital: 
Authorized 200,000 shares of $5,00 each....., $1,000,000 
At credit of members: 
GCreditsinion, socleties. hi. .wonanewuruusenn nen eh SiN NR 681,145 
Coxoperativel QeSOClatlonsinnnunsscunnweeneenanuae O16 1 305 
WObal, Share, Capitalinweonswexkakeaehiake ox 688 ,520 
Reserves: 
GENEUAE LM corststetsrerctetesinsmowmenewsenecanobbewees 0 10 0 1010 10 0 10 100 08 0 50,985 
COTTE, MENTION IES io 50 co io uses x0ee ar ne vayoasuevons oatenas siasias ease 2 aS Mae ssi 1,071 
BIEVER ME HOLMER co sass aire serious . Sus (eas i¢3s Weutuemtosniens bw amie eae 1,000 
Uniapprapriatced ‘ump lust ch 0.66 soseceiese ie seseceseseiers ove oD fe He so $0 da Yo'ne so lhe ko ks b25227 
Total capital, reserves and surplus....... 753,803 
TCHEALS ¢ a et ale oudts is ustoe PACRICUDKOT IT oars $2,071,024 


A650 


1960 


$ 871,286 
313,258 

3, 387 
25,000 


6,018 


L, 218,945 
54] 
5,033 


5,574 


627,100 
6,935 


634,035 


42,747 
1,071 
1,000 


9,234 


__ 688,087 


$1,912,610 
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4 CO-OPERATIVE CREDIT SOCIETY OF MANITOBA LIMITED 
STATEMENT OF REVENUE AND EXPENDITURE AND SURPLUS 
A EXPENDITURE AND SURPLUS 
5 } FOR THE YEAR ENDED DECEMBER 31 1961 
m— ee ee eee art 
6 (with 1960 figures for comparison) 
1961 1960 
7 REVENUE: 
Interest earned: 
On loans to credit union societies...............5., teeeeeeasees $117,081 $100,970 
8 On investments and advances.............0.0cc000 0.00 ee 9,622 5,456 
ONEMOEE RAGES 36405 Bors wc arc Son Wwe LOR Men ioe eu See Rn aHcem kPr 5 iy Aisle 4s 8 5 434 457 
UP he bir) 106 , 883 
9 Interest paid - bank loans........... ¥ PRC BC RTI ca tiGi 1 Pen oe : 26,758 21,386 
100,379 85,497 
10 Service charges on cheques - less bank Charges sisc.4)00,5 Sawa sae ean By! 1,200 
101,330 86,697 
11 EXPENDITURE: 
Management service and salaries................ COs aca Oats. On coastal 20,000 Loy 19 
12 BOARD EOS Bere) SOM ie 55 BAN es 5.5. 6 iedv Re VN Ore (ellenekbi ahs» «ls: Sue, EMER o 101 96 
Telephoae and telegraph.........cir.sssecsecees ohine toistore Siife.anepuene ae 145 115 
BOW CHG rtaretes trecdsit sie VE eee ck eve Bal av'aiias wy ys mera atay gia) Ae: che taae aisiconersn le Seo apex ol area ees 624 609 
13 Ridelsty ibond premd' tis as csi soe acccd dod iiele oushe-oler Prac Sksus tore sive ara 325 - 
Printing, stationery and office SUPPALESS Fain egiumcccten Seon are 1,381 2,174 
General expense...,... sa 06904 aineraee AYO aye + OF + 29 We Beh + aT « siete 6 671 1,039 
14 AUGL EVAN Legal iv. fae cs. a bial ones eVa"Re aes ee a ee Sire aoe er rie ir hi sc Ne 1,200 1,500 
Annual meeting..... A GR ps ow sm a gman, « gunmen vik. oNahd > « 1,417 935 
Directors' expenses.........00.0+e5: CeCe ryote a ngiealere Ane whe Sgicarirecic 2,045 Ze L65: 
15 Manager's expenses......... ot ekec(Ss ousdseee) ai 5 i Raa, MMO EGO 0. ore ns 895 600 
Clearing house fees and charges...... ohn ac Aisi aie cue ctvelene Syaveriie ere BO 814 997 
Furniture and equipment............. slin)4: 6! 6, «ih 65 0h G 08 hem cocallo's Hama RDN dies : 495 855 
Repairs and maintenance.........cccececcucee $8860 (ois able k SUREERE RSS Copa le 179 227 
16 oor: 
30,292 31,031 
17 EXCESS OF REVENUE OVER EXPENDITURE..,.. 6.0) Vo ayh bie, YU OLe meh aneteReN oper anens Fane tmiarate 71,038 55,666 
ADD: 
18 Unappropriated surplus, beginning of the YOAL 5 vce eieis cis eine ener 9,234 5,228 
19 SURPLUS BEFORE APPROPRIATIONS............... i clebdsuaaee tented e Orc Weer ee ages 80,272 60,894 
APPROPRIATIONS: 
interest ‘on current deposits 2 2%) 0)" °° °s* se sMyslatre Wee Seae Res cas 9,036 8,433 
20 Interest on term deposits - 34%, 4%, 44%........ Cy MRC «(alate ia Seirs ys 12,805 S522 
Interest rebate on loans - 8% (5% in 1960)..... ree Sica ses Guise Wate,.e 8,008 Be ply Wy 
Dividends paid on shares - 44%........... o-6.8) iam nenoe Me ee rebe fom siet aii forse 29,958 26,549 
21 Transferred to general reserve.........4e0. aid rece pheciols CiniSieis esa ANS vis 8,238 7,639 
TOTAL. APPROPRIATIONS (ievs0:00 eisse Meee ane Cee 68,045 51,660 
22 
UNAPPROPRIATED SURPLUS CARRIED FORWARD..........ssceees. ek, Since Te S12) 22 $__9,234 
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1 
2 
3 
4 
CO-OPERATIVE CREDIT SOCIETY OF MANITOBA LIMITED 
5 STATEMENT OF RESERVE ACCOUNTS 
6 FOR THE YEAR ENDED DECEMBER 31 1961 
SSK ee eee er ee 
7 Reserve 
General for Investment 
8 reserve contingencies reserve 
BALANCE AS AT DECEMBER 31, 1960.......cceccececeeee $42,747 $1,071 $1,000 
9 APPROPRIATION FROM SURPLUS FOR YEAR ENDED 
BECEMBERYS19 “L961 SG ..8he ook cose edhe oc AWE ICS 8,238 - - 
10 BALANCE AS AT DECEMBER 31, 1961..... teanesccececess $50,985 $1,071 $1,000 
11 
12 
13 
STATEMENT OF MEMBERS' SHARE ACCOUNTS 
14 
FOR THE YEAR ENDED DECEMBER 31, 1961 
LL nena ste ee 
15 
Credit 
16 union Co-operative 
societies associations Total 
vi) BALANCE AS AT DECEMBER 31, 1960..... teeeeessccccecess $627,100 $6,935 $634,035 
SUBSCRIPTIONS RECEIVED DURING REARS ee Gish. seas ies craeretate 87,618 150 87,768 
18 
SHARE DIVIDEND CREDEIED ssc siacisviy veoneedededeleuerne 2211142 290 21,432 
19 735 , 860 Une) 743,235 
MI THDBAWALS DURING YEAR... .0.rccsesersveseroeenceess 454,715 mS 54,715 
20 BALANCE AS AT DECEMBER 31, 1961..... seteeeeeeseeeeees $681,145 $2,373 $688,520 
21 
22 
23 
24 
25 
26 
27 
28 
29 | 
30 
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APPENDIX "'p" 


CO-OPERATI 


VE CREDIT SOCIETY OF MANITOBA LIMITED 
TED 
RATES OF INTEREST PAID ON DEPOSITS AND SHARES 


Interest Interest 

Paid On Paid On Dividend Interest 
Year Current Term Paid On Rebate 
Ended Deposits Deposits Shares On Loans 
Nov. 30,1952 1/4% 3h 
Nov.30,1953 1/47, 3% 
Nov..30,1954.059/4 - 2% a eh A 
Nov.30,1955 2% 3% 3% 
Nov.30,1956 2% 3% 3% 
Nov.30,1957.. 2% 3% 3% 
Nov.30,1958 2% 2h - 3% - 34% a 172% 
Nov.30,1959 2% 3% ~ 34% 47, 
Nov. 30,1960 oe 3% - 34% = 47 4 1/2% Py A 
Nov.30,1961 2% 34% - 4% - 4% 4 1/2% 87. 


7 y _ i 7 m0! 
4 : y t 7 ‘ a ¥ — ro 4 {> ‘ 
: ; rut » Wed ee’ -% 
-@OA 3 
ug xTOVagIA 


GATIMIT ACOTIVAM §O YTATIO’ TIGARD AVITASEIO-09 
iJ 


yaszosal i gaatoint 


teasroial bovbivid * gO aiet 0 bled 
aiadel nO bled mrt dnarw 89 
sanod m0 971903 aitaagsd ajiaoged bobnd 
yt ya\r seer, Of. voll 
xe yovr €eer OC .vow 
re re ee ah oeebotsvon | 
xe xe e220 OF von 
xe xe xo ZT, OL, vou 
ec ne eo VP UL OL. von 
RS\il f yee - KE ~ SS xs B2OL OL. vou 
Aye Re See RE! —— -§S —e2RT OL. vow 
ge gs\r 3 fo - SHE - KE ys Oa ,OL von | 


8 Rs\i 4 yea - TA - KE xs 1601 Of. von 


Nethercut & Young 


Terente, Ontario A654 
AP; 1) 7 Mg) 
AMOUNS TG QF THOS" GXPENSNS SUC AS OTR KXPENSES IN INCOME AND EXPENSE 


STATEMENT (ENT OF REPRESENTATIVE. On? tok UN TOUS. (SER LE APPENDIX EX INIT PAGE 6) 


dose 9°" 1857 Pe OY —ag60 
3 Cradit Uniens 
Aasete $30,090 to 75,000 é 
“Intereet on borrowings 454,52 299 63 ERO, 74 1,293.69 LZo18s 55 
mare ie ary 101.58 102.96 180.17 rn sa be, 195.41 
Salurtes 2,965.32 2,828.10 2,705.04 b WR SE Wet 2,054.90 
League Buea 406.20 234.60 27 629 393.00 409.00 
Insurance 2,629.20 2,614.69 1,576.96 24309.02.= 2,532.04 
Rent, Heat, Light 126.99 126.00 - 230.80 520.00 
Depreciatian 200.59 79,38 55.56 80.50 98.40 
Other Expensaa 397.85 710.57 583.34 480,27 321 eoe 
Ss aamERnee amen rene Tee ee 
Totela 7682.25. 7,049.33. . 6,208.01 6,854.56 8,056.12 


3 Credit. Unions 
Assata $309,000 a to $ 360 ,0C0 


Interest on "hunpeatings 2,661.52 98,30 4.76 $935.31 2,861.38 
Stationery 350.56 383.32 425.76 574.12 714.56 
Salories 7,013.00 6,632.06 6,185.00 5,701.00 8,863.25 
League Duss 1,430.00 1,322.80 1,205.00 726.00 937.00 
Insurance 8,337.03 6,577.64 7,072.10 6,498.45 8,411.25 
Rent, feat, Light 2,514.39 3€9.25 591,68 660.00 660.00 
Depreciation 897.04 117.69 454,07 141,48 114.08 
Other Expensas 39205.01 2,323.36 BAT ey Ay 2,067.59 2,645.97 
Setebeensi th thon. ee 

Totals 26,472.17 17,893.42 19,736.10 17,363.95 25,207.49 


3 Credit Unions 
Assets $509 ),090 to $600,659 0 


“Interest on mm Doreowinge 354.72 1,437.03 5,584.34 6,828.17 6,677.74 
Stationery 281.96 698.77 nS WF BRL 1,039.47 1,354.19 
Salaries 5,000.00 6,455.02 22,437.76 23,203.50 26,602.20 
League Dues 1,143.00 1,246.00 2,448.60... 1,297.50 617.00 
Insurance 5,421.24 6,955.81 13,672.94 12,782.79 19,784.58 
Rent, Heat, Light 252.38 157.58 836.09 2,018.12 2,330.86 
Depreciation 537,61 617 Sh 795.30 3,200.98 | 2,990.40 
Other Expenses 3,534.58 2,093.19 11,191.08 14,018.32 7,057.92 
* * 
Totsla 16,635.49 20,461.97 58,553,97 64,388.85 67,414.89 


* - One crarit union only. 
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1 
2 
ARPEDDIX "R" 
3 FUNCRIONS OF THF CREDIT UNTOW LEAGUE oF NANTTORA 
4 Ll. FIELD SERVICE 
5 League field representatives are constantly at the 
6 service of Credit Unions which are members of the league. 
They visit Credit tinion officials, analyze Credit Union 
7 operations, assist with accounting and other operational 
8 problems and counsel as to policies and practices which lead 
9 to better and sounder Credit Union services, 
10 2. ORGANIZATION 
The Credit Union League of Manitoba fulfille one 
1 of its main reasons for existing by constantly promoting and 
12 assisting in the organization of new Credit Unions. Technical 
13 and other forms of ansistance ig provided to groups applying 
for a Credit Union Charter. Help is given when the organlz- 
i ational meeting is held and new officials are supplied with 
15 all necessary information to make the new Credit Union success- 
16 ful, It also encourages volunteer organizers i participate 
in this important work and co-operates with them in every way. 
17 
3. TRAINING AND EDUCATION 
” Credit Union leaders are offered a full schedule of 
19 training opportunities through the numerous education and 
20 training activities of the league. These are available through 
conferences, workshops, schools for credit union officials and 
= personnel conducted on a provincial district or chapter level, 
22 Special training in Credit Union management is also provided 
23 through a league-sponsored university course ox on an fodividual 
basis for 411 types of operating problems, Visual aid is also 
= available in the form of films aimed at explaining the duties 
25 and responsibilities of Credit Union officials. 
” 4, PUBLICATION SERVICE 
OF Credit Union lesdera and people ta public life are 
8 kept informed in Credit Uation development and Credit Union 
. activities through the Manftoba Gredit Uaion News; the "Stehlighe" 
29 monthly weblisacten ‘Lolle rewslettera and other informative, 
30 
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litereture, ‘They can also gut valuable advire and ascelotance 
throug the bridge Nagazine, the international publication of 
the organized Credit Unton movament, In addition the leagua 
provides assistance and advice co credit unions in the develope 


ment of publicity meterial aimed at their individual member - 


ship. 


5. PUBLIC RELATIONS 

A continusus program of public relations at the 
provincial level protects good relationships with the people, 
organizations end government of the province. Personal 
contacts, publications and publicity channela are used and 
co-ordinated with the national and international programs, 
Filws on Credit Union: * elseo used and made available to 
Credit Unions for public relations programs in their immediate 


area. 


6. REGIONAL ACTIVITIES _ 

The league brings Credit Unions together periodically 
on a Regional basis, assisting such regions with various 
educational pr ogrammes dé benefit to all. Through the Geograph- 
ical Regions, Credit Unions have a constant line of communic- 
ations with the league. Assistance is also provided to the 
Regions in the promotion of annual Credit Union Day celebrations 


on the third Thursday in October in each year. 


7. LEGISLATIVE OFFICES 
The league acts as a representative in all matters 
affecting changes in the legal and legislative rights of Credit 


Unions, 


8. OPERATING AND TECHNICAL SERVICES 
Numerous operating and other forms of technical 


services ere available and supplied by the league. Som of them 
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1 
Appendix "R'" 
2 
3 are: a blanket liability and accident insurence protection; 
4 an outstanding bonding program; a microfilming service; an 
5 automobile insurance program specifically designed to 


6 protect the interest of Credit Unions; advice and assistance 


with collection programs; a retirement Savings Program for 


7 
Credit Union employees; and much other technical information 
8 
designed to protect, improve, and promote Credit Union 
9 
operations. 
10 
a 9. SUPPLY AND PRINTING DEPARTMENT 
nn een ee VEE ARLMENT 
Service is available from the league supply depart- 
12 
ment on stock literature and operating forms including notes, 
13 
passbooks, and bookkeeping supplies. New and attractive 
14 


promotional items are also of fered monthly. Special printing 
15 jobs are also handled through this department such as Credit 


16 Union annual reports and monthly bulletins. 


17 
” 10. INSURANCE PROTECTION 
Through the league, member Credit Unions can obtain 
" the valuable services of Loan Protection and Life Savings 
a Insurance from the Cuna Mutual Insurance Society, a Credit Union 
21 


Insurance company with programs specifically designed for 


22 Credit Union members and Credit Unions. 


11. AFFILIATION 
Credit Union membership in the Credit Union League 


25 of Manitoba Limited includes its membership in CUNA and NACCU, 
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1 
2 LOANS 
3 
4 The making of loans is probably the most iiaportant 
function of a credit ualon, and will probably be the main 
5 source of credit union problems, Loans are necessary if a 
6 credit union is to provide a complete co-operative service to 
7 the members, 90% of credit union revenue comes from loans. 
R Loana place a responsibility on the Board of 
Directors and 411 coumittees of a credit union. Every reason- 
able precaution end sound business practice is followed by all 
10 officers of a society to preserve and protect and thereby 
11 encourage the faith of the members in their society, Essentially, 
12 all credit union loans are based on the choracter of the 
borrower but this does not mean that the Credit Committee 
ad declares everyone a good risk and considers the matter of 
14 security relatively unimportant. 
15 The Act and the By-laws set out quite clearly the 
16 law, the rules and the regulations in regard to the making 
of loans. 
17 
18 How Loans are Made 
19 Loans may be made only to members (Act, Section 62 - 
20 Appendix "A'') and members may be accepted only from within 
the sphere of operation outlined under Section 4 of the 
21 
By-laws (Appendix "G"'), 
22 The Credit Committee has charge of the granting of 
23 all loans (Act, Section 59 = Appendix "A') except those made 
4 to officers which includes Directors and committee members, 
These must be dealt with by a joint meeting of the Board, Credit 
Committee and Supervisory Committee sitting together (Act, 
26 Section 63(6) - Appendix "'A''). 
27 The Treasurer cannot make a loan until he has the 
28 application properly coupleted and approved by the Credit 
Committee or the Loan Officer, except when authorized to do so 
r under the Act (Section 59(12) and (13) - Appendix "A"). Such 
30 


authorization : only be given by the Credit Comnaittee and 
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Appenditx "3" 


muat be written into the winutee., (Al) loans made by the 
Treasurer, ac authorised, must be reported to the Credit 
Comaittee at the next meeting (Act, Section 59(14). - 
Appendix "A'), 

The treasurer presents to the Credit Conzittee 
all the factual information he has that would have a bearing 
on the granting or refusal of a loan, Other than this, he 
should have no part in the granting of a-loan. 

The security agreed to, as set out in the applic- 
ation and approved by the Comnittee, muat be mat before the 
money is handed to the borrower, For example, if the applic- 
ation approved by the Credit Committee calls for a Chattel 
Mortgage, such a mortgage must be taken before the dishursement 
is made. The note must also be completed in detail. 

Interest rates on loane are fixed by the Board of 
Directors (Act, Section 57 - Appendix "A'') and not by the 
Treasurer or Credit Committee, The maximum rate that can be 
charged 1s 12% per annum (By-laws, Section 19 - Appendix "'G", 
and Act, Section 22A - Appendix "A''), 

The Board of Directors may also place general limit - 
ations on the maximum individual loans that may be made by the 
Credit Committee (Act, Section 57 (d) - Appendix "A"; By-laws 
Section 18 - Appendix "G")., 

No security other than the note of the borrower is 
required by the Act for loans under $500.00 (Act, Section 63(2) 
- Appendix '"'A''). 

The Credit Committee, however, may require security 
for any loan even though it is less than the maximum allowed 
by Section 63(2) of the Act. (See Act, Section 63(2) - 63(3) 


Appendix "A"'), 


Security 


All borrowers in excess of $500.00 must furnish 


security "satisfactory to the Credit Committee". (Act, Section 


63(3) - Appendix “A",) 
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1 
2 Appendix ''s"'! 
3 Shares and deposits may be used as security, if they 
4 are given as security on the application and the note (Act, 

Section 63(7) ~ Appendix "A'), but they may not be withdrawn 
, by either the borrower or a co-maker a3 long as the loan remains 
6 outstanding; except for that «acount which ig in exceas of the 
7 unpaid balance of the loan. 
8 The Act provides ea great deal of leeway under 
9 Section 63(3) (Appendix "A'') but the Credit Committee takes the 

following items into consideration when dealing with the 
10 

matter of security: 
11 1, The character of the borrower, 
12 2. The purpose for which the loan ig being made, 
13 3. The abtlity of the borrower to repay according 
14 to the terms of the contract, and 

eetsthe security accordingly. 

19 
16 The termsof repayment of a loan and the security 
7 involved should be clearly set out in the application and 

incorporated in the note, 
- When deciding on the security that should be taken, 
19 the Credit Committee keeps in mind that it is loaning funds 
20 of the members and as such they cannot afford to take unnecessary 
21 risks, 

In all cases where security is involved, the security 

iy must be taken before the money is disbursed. 
™ The Treasurer cannot alter the terms of a loan once 

{t has been approved by the Credit Committee, If the applic- 


aCton and approval thereof required John Doe to be a co-signer 
then John Doe's signature must be secured before the disburse- 
wnt of the loan is made. No other form of security will do 


unlees it is authorized by the Committee in the minutes, 
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BNDITR typ 


DELINQUERT LOANS 


Delinquent loans become a serious problem in aome 


credit unions, Every society has some trouble with 


delinquents, 


Why Do Loans Become De linguent? 
1. The borrower and the Credit Committee have 
overestimated the borrower's ability to pay accord- 
ing to the terms of the note, 
2. The borrower's ability to repay has deteriorated 
after the loan waa made, 
3. The Credit Committee has insisted on Payments 
that were too high for the borrower to maintain. 
4. The character of the borrower was not thoroughly 


investigated before the loan was made, 


In making its regular audit of the books of the 
society, the Supervisory Committee reports to the Board elt 


delinquent loans and delinquent payments, 


How Credit Unions Deal with Delinguent Loans 
It is the ee of the Board of Directors to deal with 
all delinquents. The Roard receives a report from the Treasurer 
giving his opinion of the reason for the delinquency. In some 
cases, delinquent payments will have been paid up by the 
time the Board meets. In all other casee, the Board will 
take action: 
1, by instructing the treasurer to follow up on 
certain delinquents by personal interview or letters, 
2. by delegating specific members of the Board of 
Directors to interview delinquents with a view to 
getting their payments up-to-date, 
3. by taking legal action to foreclore on the 
security given, 
4. by writing off delinquent loans against the 


Reserve Fund when they cre found to be uncollectable, 
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Appendix "7" 


3. by orranging with ‘the Credit Committee for 

an extension of the agreement for reasons which 
seem good and sufficient as far as the Board is 
concerned, 

6. by renegotiating some loans entirely when they 
become delinquent, taking into consideration the 


member's ability to pay. 


The important thing as far as delinquent loans are 
concerned, is that immediate action is taken when a loan or a 


Payment becomes delinquent. 
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Pe SLY Le OE 


DISPOSAL OF EARNINGS 


Interest on Deposita 

Sometime prior to the fiecal year end the Boerd of 
Directors must decids on tha interest to be paid on members’ 
édeposita and auch a motion weittan in the minutes (Act, 
Section 57(b) - Sue Appendix "A"), Some Boards do thia 
early in the year when past experience of their goclety 
justifies auch action and othere set the interest rate in 
December. 

Interest on deposits is an allowable operating 
expense and the rate is set by the Board and the credit made 
to each member's eccount befere the books are closed for the 
year end, 

Interest nust be calculated on either a monthly or 
quarterly basis ss determined by the Directors (By-laws, 


Section 15 - See Appendix "G"). 


Undivided Earnings and Reserve Pund 

All entrance fees and fines (By-lawe, Section 6 and 
Section 20 - See Appendix "G") must be transferred to the 
Reserve Fund before the books are closed for the year (Act, 
Section 46(4) - See Appendix "A'"). These entrance fees and 
fines are generally carried in @ saparate account during the 
year and transferred in one lump sum at the year end, 

The surplus shown on the operating statement after 
expenses have been deducted from income for the year ia called 
"net undivided earnings" for the year. Twenty percent (20%) 
of this figure mest be transferred to the Reserve Fund before 
the books are finally closed for the year. (Act, Section 
46(2) - See Appendix "A''). 

The balance of the surplua is called "net earnings". 
Before these earnings may be distributed the Board must care- 
fully examine the poeition of the society under Section 63(8), 
(9), (10) and (11) of the Act - (See Appendix "A"). If the 
delinquent loan situation is auch that it leaves the Credit 
Union free to distribote ite eurpius, the ennual reeting of 


the ntety 1 crnea by the fellovine alternativen:- 
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1 
2 Appendix ''y" 
3 
. Education Fund - (Act, Section 46(6) Appendix "A'') 
If the annual meeting has by By-law decided that a 
> certain percentage (not more than 5%) of the net earnings shall 
6 be set aside for education purposes than this deduction will 
7 be made before consideration is given to dividends and rebates. 
Extraordinary Fund 
8 If rebate of interest has been allowed, the annual 
9 meeting may decide to sat aside additional reserves over and 
10 above the statutory requiremants, to take care of possible 
deficits or to be used for any other unforeseen loss. The 
11 recommendation for setting up such a fund comes from the 
12 Directors but action may be taken by the members at the annual 
13 meeting without the Directors’ recommendation. Such a decision 
is, of course, recorded in the minutes of the meeting. 
14 


(Act, Section 46(9) - See Appendix sh ay 


15 Charitable Fumd and Donations (Act, Section 46(6A), 
16 (6B) and (6C). - See Appendix "A'') 


To give soma guidance and control in regard to 


aa donations these subsections were placed in the Act. They are 
18 self-explanatory but simply state that, before share dividends 
19 are determined, 10% of net earnings may be set aside by a 
resolution at the annaul meeting for donation purposes. The 
i Board has control over the distribution of this money, The 
21 unspent portion automatically reverts to the general funds 
22 before each annual meeting. 
23 
Dividends on Sheres 
24 The Board of Directors should give some leadership 
25 and guidance to the annual meeting by recommending the percentage 
of dividend to be paid on shares and recording such a motion 
mt in their minutes. High dividend rates are not necessarily 
27 desirable, Four percent is the average rate paid by Manitoba 
28 credit unions. This is higher than the bank rate on savings 


and compares favourably with tha interest on Savings bonds, 


yy" xi baeqdaé 


Coie ng k329¢_ ,224)_- hav cotisoubd 
% sad “habhows wef-ya vd acd gniison Lana ed3 35 


ifade Lihue Jen odd to (2 nad2 ex0m foes sgainso1eq nke3 7199. 
ftw sobjoubss aids modo seacgug goriaoubs sot eblas jon od 


-sojadet bas abnabivib o3 seviy ok colieveblenco stoted sham od 


5 


ora yaoi hs08 1x3 - 


tauona edd ,bewol ls sand aad tnezesat do esedoy 22 
ban tev sovreeax Incotitbhe ables jee of shhook yam gatieom 
aldiaaog to ates aad O32 , eanemomlupat yiesuaase od2 svods 
adv ,seof geensvotay 2ed30 YN yot heen od 03 zo esiotiob 
ad? got? seaco bari » dows yw gatises zot col tabasmne 50% 
feunns odd jn atedoem ed ed agded od yam nottea aud exotoe7ld 
notatneb @ dov@ .ackishnmmooet 's1o350xid eda auodtiw gaisesc 
gasrdnn ats 40 aotunta sd2 at babyoos7 , 98205 to ,a@l 
ire" xkbnoqqa 968 » (@)d3 motsas2 ,29A) 

2f{ho) 8d moti seg gipA) esolianod bre basi siduairaio 

"(vat xkbmeggh ood -_ 2499) bos (89) 

od bxagex al [ozjaes kas snnablug eaoe ovtg oT 
asa ystT .30A odd wl bosalq stew Snolsooadus seads scoljacob 
shusaivih sisde evoked Jada 93836 viquta Jud yrodaanl qxa~iise 
a yi ebisa 396 of Yom wgninzas jaa Bo XOL ,benhrisssh 9x8 
est .nseogwvg aolisook 10d gatiesn fuance sd3 3a motjuloss7 
etT .yonom alkds to noljudiztalh eda usavo Lowiaes sad bxaod 
shrus teasosg e482 63 atvavey Uliaotsamosus molaziog Jasqeny 


gas team Isucue dons aiotsd 


- getsd2 mo ebnebivid 
qinnxsbasl aieth avtg biuorte arosoeuld to bisod oT | 

ggedasoteq eas gotbescsoe7 yd gattesm [auana eit of sonsbing one 
notiom foun gnibzo097 baa eoxale no blag sd od boobivib to 
qitveaeessa toa 978 seta brobivlb dg tt “asduntm weds ak 
sdoalasM yd bteq otei sgeseve etl et 319997 9q xvo% eldeubens 
syolvas oo ejat xnad sd3 ands r9fgtd al ataT -aookaw tibers 
bf ae 


sahrod ‘eget vae 6 aagzesal ods digi tidn wove? toxagme> bas 


a ¢ ; “ Ti 


r > icp Pog +) hee “hy to , ‘ ( at 
oe aa : Cie | 
ra 


Nethercut & Young 


Torente, Ontaric A665 
1 
2 Appendix "U" 
3 
4 High dividend retos may be difficult to maintain when the 
5 credit union reaches the point where it is Giving maximun 
service to its members, 
‘ Dividends cannot exceed the amount of tha net 
7 earnings available for distribution and the Act provides 
8 penalties for officers paying interest or dividends out of 
9 capital (Act, Sections 23 end 37 - See Appendix "A"'), The 
10 statutory limitation on the rate of dividend is five percent 
11) (Act, Section 46(7)(a) - See Appendix MA"), 
12 
REBATE OF INTEREST 
a Along with dividends the Board recommends the amount 
14 (if any) of the net earnings to be returned to borrowers as 
15 a rebate of interest. It is not good credit wion practice to 
16 charge borrowers twelve percent interest on loans and pay a- 
7 high dividend rate of five percent, while at the same time 
giving no consideration to the borrower in terms of a rebate 
wi of interest. No rebate can be made unless the rate of dividend 
” is at least equal to the rate of interest paid on deposits. 
20 (Section 46(0) - See Appendix "“al), 
21 In the wetter of interest, dividen’s, end rebetes, a 
22 fair sense of proportion should be maintained. High racee of 
73 interest and dividend should not be maintained at the expense - 
of the borrower. On the other hand, interest rates on loans 
i shovld be high enough to maintain all Credit Union services 
aa required by the murbers plus a reasonable payment to the ehare. 
26 holder and depoatcor for the umn of thaic money. 
27 
28 
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1 APPENDIX "vy"! 
GOVERNMENT AUDITING AND SUPERVIS [Ou 
, The Credit Union Act sets out in legal terms 
3 the things that can and cannot be done by credit unifon 
+ societies. Credit Union legislation is necessary to make 
5 it possible for groups of paople to organize for the purpose 
6 of providing a way in which members of the group may save 
‘ money systematically and, out of the pool of eavings thue 
created, to make loans to their members. The officers 
8 elected to administer this fund are responeible to the whole 
9 group, 
10 The Act contains restrictions and outlines 
11 limitations calculated to protect the interests of the 
members, It is up to the officers of the society to see that 
i the limitations of the Act are not exceeded, 
= The Director of the Co-Operative Services Branch 
14 (Act, section 67 - See Appendix "'A'') must prepare by-laws 
15 for all new societies, These are standard forms which take 
16 into consideration the basic principles of credit union 
i operations, The Director is required to advise and agsiat 
persons who wish to organize a credit union. Under Section 67 
a the Director "shall not give his approval (to application for 
19 charter aud by-laws) unless he is satisfied that the proposed 
20 society would benefit its members and be consistent with the 
1 Purposes of the Act", The purpose of this authority is to 
protect the credit union name and credit union principles 
“ against those who would abuse the privileges and responsibilities 
” of true co-operation in credit union undertakings, 
24 
25 Auditing and Supervision, 
26 ne of the important provisions of the Act requires 
27 the Government to audit, supervise and {inspect each credit 
| union every year. It is because of the semi-public nature 
a of credit unions that all societies in Manitoba are required by 
29 | law to be inspected and supervised by the Government, 
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1 
2 Appendix "v" 
3 
4 
The Supervision service was started in Manitoba 
5 in 1943, A Government supervisor waa appointed to assist 
6 {n improving the bookkeeping system for credit unions, 
7 After an exhaustive study he prepared the bookkeeping sidnual 
‘ now in use, ‘Through hie annual eudite he helped all credit 
unions to take proper care in handling of money left with 
7 them by the menbera, With the establishment of the Co-Oper- 
10 ative Servicea Branch in 1949, further improvements in the 
11 service developed and additional supervisors have been added 
12 as required, 
p With the present staff of dnpkred ogee it is possible 
to meet with Boards and Committees to discuss reports and 
” operations generally. Supervisors are also able to make extra 
15 visite to those societies needing the extra attention and 
16 time is frequently taken to assist new officera to become 
17 more familiar with their credit tmion work. These additions 
‘in to the staff since 1943 have been consistent with the rapid 
growth of credit uniona in recent years and with the raga: 
a requests of credit unions from year to year to have the 
20 Government service increased, 
21 The duties of supervisors go much further than 
22 auditing the books of a credit union, They discuss proper 
93 methods of bookkeeping with the manager. They meet with 
Boards and Committees whenever possible to discuss ways and 
” means of improving their credit union operations, They point 
25 out proper business methods which should be followed. They 
26 instruct committees and the Board in regard to proper wey 
27 union principles and practices. The supervisor's reports are 
28 followed up by visits or by correspondence to see that the 
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1 
Appendix ''v" 
2 
3 
reports are properly dealt with. In addition to this, many 
4 credit unions bring their books to the Branch for help in 
5 straightening out problems that arise between audits. All 
6 of these responsibilities of the Supervisor come within the 
meaning of Section 80 of the Credit Unions Act (See Appendix 
vay 
8 
Two important principles are involved in this 
9 Government audit and supervision service: - 
10 First - to provide the officers, once each year, 
11 with an independent and critical analysis 
2 of the operation of the society. 
Second- to protect the interests of members by 
a reporting dangers and pitfalls and generally 
14 to encourage members, through their leaders, 
15 to learn and understand the fundamentals 
16 of good business neadtdees ae the running 
of their own affairs. 
17 
18 The Government auditing and supervision service 
19 does not pretend to "run" the operation of local credit union 
societies but instead will "generally endeavour to promote 
the welfare and best interests of credit union socteties in 
21 accordance with sound credit union practice and principles" 
22 (Act, Section 80(2)(9h) atagy Appendix "A"), 
23 
24 Government Inspection Fees 
In 1954 a schedule of inspection fees was put into 
‘i effect by the Government, Due to the steady growth of credit 
” unions in the Province it was felt by the Government that some 
} 27 limitation should be placed on the cost to the Government for 
s 
28 this kind of service, A survey indicated that governments all 
a 29 over the U.S.A. and Canada provide this auditing and inspection 
service in various forms. 
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4 It its common practice for government bodies on 
5 this continent to charge for ins pection service, More 
than ninety percent of the credit unions pay for all or 
part of the work done by government agencies, 

This service had been rendered free in Manitoba 
8 since 1943, | 


9 The schedule is worked out so that new credit 


10 unions pay no fee for the first year or two after incorporation, 
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APPENDIX 'W"' 


; BOND ING 
2 
3 Bonding of credit union officers ig important pro- 
ect‘on tor credit union members, No matter how elaborate 
. the precautions, there will always be someone who will give 
? way "o tle temptation to tamper with funds they do not own. 
6 vhen serious defaleation strikes a credit union it can have 
7 ser lous consequences unless the society is carrying satis- 
8 factory bond coverage. 
9 Minimun bonding requirements in Manitoba are the 
£6 same as they have been since May, 1951, namely: 
All credit unions with total assets of $100,000 or 
a less must have the Treasurer bonded for a minimum 
= of 15", of total assets and the responsibility for. 
13 seeing that this is done rests with the Board of 
14 Directors. (Act, Section 55 - See Appendix MA Oy 
15 where assets are $100,001 to $150,000, the 
16 vinimum required ig 14%, 
Where assets are $150,001 to $200,000 the 
f; 
aimam required is 13%, 
18 
Where assets are $200,001 to $250,000, the 
” ato imum reqhited 19' 12%) 
20 Where essets are $250,001 to $300,000 the 
pe. minimum required is 11%, 
22 Where assets are $300,001 or over, the minimum 
3 equired is 10%. 
24 Under Section 55 of the Credit Unions Act, (Appendix 
f 28 all persons appointed by the Board of Directors and 
26 given authority to receive or hold the funds or securities of 
i 07 ‘he society are required to be bonded, Therefore, if persons, 
: « her than the Treasurer, are handling credit union funds they 
r »0 must be bonded but not necessarily for the full 15%, 
a La Caisse Centrale de St. Boniface provides a group 


donding program for their member credit unions, 
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1 
2 Appendix 'w" 
3 
Over 75% of the Credit Untonsa {tn Mantftoba have 
‘ what is commonly referred to as a 576 bond underwettten hy 
4 Employers Mutual Liability Insurance Company of Wausau, 
6 Wisconsin, This bond protects Credit Union ananata AgAtnAL 
7 loss due to: 
8 | (a) Dishoneat acts of officers and emp loyeen, 
9 (b) Burglary and theft. 
10 (c) Forgery and alteration, 
(d) Misplacement or mysterious diaappearance, 
“s (e) Fire damage to money and securities, 
ae (f) Vandalism and malicious mischief, 
13 It 1s described as a 100% ($1,000,000.00 maximum coverage) 
14 blanket bond - the 100% meaning all of the asaets of the credit 
15 union up to one million dollars, whether or not they have 
16 been honestly reported, Covered by thia bond are officers, 
7 clerks, collectors, messengers, persona in similar positions; 
members of the Credit Committee, Supervisory Committee, and 
m similar comnit ees; all other persons {n the immediate | 
= employ of the credit union, and directors of the credit union 
20 while performing the usual duties as an employee of the 
21 credit union; the credit unlon'a attorneys-at-law, whether 
99 elected, appointed or retained, The bond protects the 
23 Credit Unions against loss to property defined as money, 
04 securities, bullion, gold nuggeta, gold dust, gold, platinum, 
silver, and other precious metals and articles wade from them 
“ and jewellery. 
26 
27 
28 
29 
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2fhx39 te LEO STATISTIC, FV ORATION OM RATES OF INTEREST PATD BY 


ZAEDET NTORS ON (a) Sos! DIVIDENDS , (b) DEPOSITS, £ND (ce) PERCENTAGE 


F REBATE INTEREST 


5 Rates Thusber of Ceedit Unions 
. SHARK DIVIDENDS 1953-1256 = 1957) | 19SB 1958 = 1960 
6 No information 30 24 ai 28 29 Pag 
1% ~ - i - - 1 
7 13% - : 1 - 1 
2% iZ 5 s 2 5 - 
8] 23% g G } § 5 3 
2 3/4% 2 1 ~ 1 1 ” 
9 ye 72 73 53 52 46 42 
Sth 4% - 3 3 3 ~ 1 
Sel? 2h 25 26 27 24 23 29 
10) 3 374% z 7 5 3 2 
4k, 32 46 SI 74 76 84 
11) 4 1/4% 2 2 1 2 10 5 
4 1/2% 4 i 10 13 21 31 
12| 43/42 - - i 2 1 1 
5% - = ‘ 6 8 15 
13 a 
133 1°3 207 218: => 225 236 


WBC AA TE ROTEL Fwy CETTE ANSE AIR GE TE, LLP ALTE EAT ES 


« INTEREST ON 
15 DEPOSITS 


No information Ay 53 70 79 88 103 
16] soz, 4 1 i 1 1 1 
1% 20 18 20 La 19 29 
UF 10242% 20 15 15 12 10 9 
2% 75 63 4B 53 53 44 
18 sly Hy 4 15 23 2h 18 15 20 
2 3/4% . 1 2 6 6 7 
19| 3% 9 11 25 27 29 28 
3 1/4% - - - - 1 2 
Fol A2% - ‘ 2 3 3 2 
20 ee a a a ee Yee) | 
188 190 207 21207 225 236 
2 1 REALL RE TE BILITY LE OAT ROT TS Loe 
@. REBATE INTEREST 
22 
70g f '' L, 10 17 
93 6% to 10% e t29 133 6 37 38 
11% to 15% 14 22 23 24 21 20 
16% to 20% 16 16 17 22 21 24 
24) 21% to 25% 2 4 4 4 6 5 
26% to 30% | 1 2 3 1 2 
25|| 31% to 35% se - - 1 1 l 
4h & 5% * - - - - 1 
5% & 10% ° - - - - 1 
7 oes 157 x ; 1 : ‘ ‘ 
a 5% & 25% “ ~ 1 . - - 
27) 107 & 20% ‘ 1 1 
» Two different 
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Nethercut & Young 


Terente, Ontarie A673 
1 
2 
3 
1955 to 1960 STATISTICAS, INFORMATION AS TO NUMBER OF BORROWERS AND 
4 
AMOUNR OF LOANS OUTSTANDING IM [UARENTATIVE CREDIT WiIONS, 
5 Number of Loans 
December 31st, birrowers Qut standing 
6 , 
1955 
7 Assets: $50,000 to $75,000 (3 C.U.) 417 $ 155,337 
100,009 to 300,000 (3 C.U.) 598 500,055 
3 500,000 to 600,000 (2 C.U.) 1,150 640,478 
Totals 8 Credit Unions 2,165 $1,295,870 
9] 1956 
Assets: $50,000 to 75,000 (3 Cue) 271 151,588 
10 100,000 to 300,000 (3. Ce.) 841 Siiyeee 
500,000 to 600,600 (1 C.U.) 569 403,869 
11 Totals 7 Credit Unions 1,681 $1,125,682 
12|| 22357 
Aasets; $50,000 to 75,600 (3 C.U.) 235 172,867 
13 165,000 to 305,000 C3 €.U.) 858 502,254 
500,000 to 600,000 (1 C.U.) _ 681 __ 454, 258 
Tota) 7 Credit Unions 1,774 $1,129,379 
14 
1958 
15|| Assets: $50,000 to 75,000 (3 C.U.) 209 166,688 
169,099 to 300,000 (3 CU.) 633. 493,470 
16 560,090 to 600,000 (3 C.U.) 1,645 1,453 ,490 
Total 9 Credit Uniona 2,507 $2,113,648 
17) 1959 
Assets; $50,090 to 75,000 (3 C.U.) 193 156,132 
18 100,060 to 300,000 (3 C.U.) 441 457,702 
500,000 to 600,000 (3 C.U.) 1,127 1,499,182 
19 Total 9 Cradtt Unions 1,761 $2,113,016 
1960 
20! Kasets: $50,000 to 75,000 (3C.U.) 181 154,385 
100,000 to 300,000 (3 C.U.) 607 606 , 803 
21 500,000 to 600,000 (3 C.U.) 1,318 1,433,732 
Total 9 Credit Unions 2,106 2,194,920 
22 
23 . 
NOTE: Tha ebove credit unions are not the same for each year, 
24 although made up of country and city credit unions. 
yA, 
26 
27 
28 
29 | 
30 
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Terente, Ontaric A674 
1 
2 
3) 1222 to 1960 STATISTICAL INFORMATION ON RATES OF INTEREST COLLECTED 
ON LOANS BY CREDIT UNIONS (a) FEREQWAL LOANS (b) MORTGAGE LOANS 
4 LO OTC TE Hi NOPD, HF 
(c) ESTATE LOANS 
5 
Rates Fiyrsbor of Credit Unions 
©] 4. PERSONAL LOANS 4955 1956 1957 1958 1959 1960 
7 ae 1 1 
5 1/42 1 
5 1/22 1 1 1 1 
8 6% 12 5 2 2 2 1 
6 1/2% 1 2 1 1 2 1 
9 13 9 7 7 5 6 
7 1/27 1 1 1 
10 8% 34 28 23 24 26 25 
8 1/% 1 1 1 1 2 
rr 9% 14 13 14 16 14 16 
10% 7 6 10 +] 9 10 
12% 102 115 137 145 149 159 
12|\two different rates 7 10 10 15 13 
13 
14||B. MORTGAGE LOANS: 
5% 3 1 1 1 ih 1 
15 5 1/2 1 1 1 
6% 26 27 19 22 22 23 
16 bet? 2% 2 1 3 2 3 4 
7% 33 34 29 7 33 27 
17 7 1/2% 1 2 3 & 
8% 12 15 16 13 19 21 
18 8 1/22 1 1 
9% 4 3 5 6 6 7 
10% it : 
19 12% 1 2 5 3 8 
Two different rates 4 8 6 8 7 
20 
21 
C, ESTATE LOANS 
22 To 4% 4 4 r 4 7 7 
5% 3 2 1 1 1 
23 Siz 1 1 \ 1 
6% 12 14 15 26 36 35 
94| 6 1/22 2 2 1 1 
7% 11 12 11 13 15 18 
25 7 1/24 1 1 1 
8% 3 3 3 2 2 3 
9% 1 1 2 2 3 % 
26 12% 2 2 1 1 3 2 
27 
28 | 
29 
30 
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BRIEF TO THE ROYAL COMMISSION ON BANKING AND FINANCE 
BY 


THE WINKLER CREDIT UNION SOCIETY LIMITED 


In view of the fact that the last federal review of the functioning 
of the Canadian financial system took place in 1933, and that the credit union movement 
has become a significant factor in the economy since that date, it was felt by The 
Winkler Credit Union Society that it might be useful to the Commission to hear the view 
of a successful local credit union operating in a rural area. 

The Winkler Credit Union is aware that a joint brief will be presented to 
the Commission by The Credit Union League of Manitoba and The Central Credit Society 
of Manitoba and is acquainted with its contents which set forth a comprehensive 
description of credit union legislation in Manitoba and broad details of credit union 
operations in this province. These details are not repeated in our brief, 

WHEE purpose in this brief is Aten wary the beneficial aspects of credit 
union philosophy and to show where credit union principles when combined with sound 
business practice can be beneficial to the individual, the community and the nation as 
a whole, ’ 

We consider that we have good legislation governing credit unions in 
Manitoba and therefore, The Winkler Credit Union would be apprehensive of any regulatio 
of its activities from a Federal level. Of importance to us in Manitoba is that 
legislation governing credit unions be liberal and flexible, so that it will not hamper 
or hamstring our activities. We feel strongly that present provincial chartering, 
flexibility of liquidity and present lending practices be maintained, and that super- 
vision and inspection of credit unions be left with the provinces. 

We would not like to see any further legislation that would interfere with 


our ability to mobilize funds locally for the use of local people and the local communit 


and where all aspects of our operations and policies are under our own control. 


bad ¢ a é 


DESCRIPTION OF WINKLER 

The Winkler Credit Union is located at Winkler, a town in Southern Manitoba 
some eighty miles from Winnipeg, well connected by highway and rail. The population of 
the town and surrounding area is 7,000 largely of Mennonite origin. The principal 
occupation is farming which is very diversified, including the growing of specialized 
crops such as vegetables for canning, sunflowers, sugar beets and potatoes, as well as 
the usual grain, livestock and poultry. Processing plants are located in the local area 
with the sugar refinery located at Winnipeg. As a result of diversification, the per 
acre income of the Winkler area is considerably higher than the grain growing areas more 


general in the West. 
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4 ESCRIPTION OF WINKLER (con't) 

5 Winkler is a town of 2,800 which provides the usual business services 
farming area requires; grain elevators, feed mills, lumber dealers, stores, garages, 

6 


mplement dealers and a bank. Principal local industries are a creamery and poultry 


rocessing plant, a cannery, a fully integrated potato and vegetable firm, and a garment 


actory employing 100 people. 
Winkler has supported the basic principles of free enterprise - individual 


9 ee and co-operatives prosper side by side in Winkler. Most of Winkler industry 


10 Ls locally owned and operated, 


ISTORY OF THE WINKLER CREDIT UNION SOCIETY 


The Winkler Credit Union Society was formed in 1941 in a small way and had 
94 members and $1,000 capital at its first year-end. Very little visible progress was 
de in the years 1941 to 1947, but in 1948 deposits increased to $260,000 from 


94,000 the previous year. Deposits continued to increase in 1949 and 1950 but 


14 mprovident lending policies and other financial irregularities including a defalcation 
15 left the Credit Union in serious financial difficulties. 

At this time the strength of the Credit Union was severely tested. It had 
16 


to be re-organized with the help and support of the members, The Central Credit Societ 
us 
as " the Government Supervisor of Credit Unions. As a result, in late 1950 a new Board 


£ Directors was elected and with the continued support of the members and others, the 


18 


redit Union worked out of its difficulties. During this period the members scsiivietia nally 
19 agreed to "freeze'’ deposits and share capital and to forfeit the income on their equity. 
lthough the Credit Union suffered losses of around $50,000 through bad loans and cash 
” shortages, no individual depositor suffered any loss of equity. 

21 From 1951 progress was gradual until 1957 when the aggregate of shares and 
22 fevosite rose sharply to over $1,000,000 from $500,000 the year before. Since that 
Mate shares and deposits have risen roughly $400,000 per year to the bresent total of 
23 pyer $2,800,000 at December 31, 1961. 

24 FHILOSOPHY OF OUR CREDIT UNION 

In the words of our Manager, ''The Winkler Credit Union Society Limited is 
- L. independent non-profit organization in our community dedicated to the economic 

26 advancement of the individual and the community and to uphold the dignity of man."' 

In today's modern jet age, we are apt to forget our neighbors and live 


27 || 


felfishly for ourselves. The common bond idea in credit unions has done much to keep 


28 jlive the idea of being our "brothers keeper.'' Credit union legislation recognizes the 


29 ¢oumon bond as a necessary element when a credit union is chartered, 
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PHILOSOPHY OF OUR CREDIT UNION (con't) } halla = 


This common bond of association, and in a broad sense, a common philosophy 
5 of life, is present in the Winkler community. But it is likewise true that the credit 
union has helped to strengthen this common boad by giving people the opportunity to wor 
out their problems together. Among the institutions that have done most to cement the 


7 community together into one community, the Credit Union stands out very clearly as 


a leader. People who are given a chance to work and solve problems together also help 
build individual character and a good community together. 


9 The Winkler Credit Union has, through encouraging the habit of thrift in 


10 its members, been able to create a ready source of credit for use by its members for 
provident and productive purposes. Because this source of credit has been créated 
through the united effort of many people working together and saving together, individubpls 
12 have been able to improve their standard of living. 
In addition to encouraging thrift and providing financial services, the 

credit union offers financial advice and counsel, often at a time when a member is in 
14 great need. At this time a member is more susceptible to advice much of which may be 
a great benefit to him in the future. The rich experience gained and accumulated over 
the years of service and problem solving by the Credit Union can be put to use time and 
16 again in this way. This exemplifies true brotherhood of man. Here members are helped 
17 without losing their dignity. Members are made to feel that they have a right to this 
advice because they are part of the Credit Union. We find that almost without fail, a 


borrower who has been helped later on becomes a depositor, and a strong proponent of 


19 || his Credit Union. 

We like the Credit Union idea ant Sitti phy because the idea of brotherl 
love appeals to us, It ties in with our philosophy of life and gives us an opportunity 
21 to face our problems jointly and squarely and seek solutions together. There is strength 


in numbers and many individual problems are solved because of the knowledge that other 


people are walking by our side helping in their own small way through the Credit Union 


way to help us, 


24 BENEFITS OF WINKLER CREDIT UNION TO THE INDIVIDUAL 


We have already outlined the philosophical benefits of a credit union 


to the individual. Below we enumerate the specific benefits which a member enjoys fro 
26 the Winkler Credit Union Society: 
1. The Credit Union provides a convenient source of investment to members 


27 for their savings. Interest is paid on savings in the form of deposits 
at 2% per annum, and on funds in the form of shares at 4 1/2% per annum. 
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BENEFITS OF WINKLER CREDIT UNION TO THE INDIVIDUAL (con't) 
5 2. The Credit Union acts as a temporary repository of funds and provides 
the usual banking services, including chequing facilities. 

6 


3. A large pool of money is available to a member for loan at an interest 

rate of 9%. This rate may be reduced by rebate at the end of the year. 
7 Since 1955 our interest rate has been 9%, with a rebate of either 10% 
or 11% thereon, for an effective rate to the borrower of just over 8% - 
see Appendix C. 


4. Members leaving money with the Credit Union on deposit or in shares 

are protected against loss through the following safeguards: scrutiny 
9 by the Credit Committee on granting.of loans; examination of accounts 
by the Supervisory Committee; bonding of employees, together with 
burglary and hold-up insurance; life insurance on borrowers' lives; 
10 and government audit. The Winkler Credit Union Society has also found 
it useful to supplement the annual government audit by engaging a firm 
of chartered accountants to examine the records every few years. 


5. The Credit Union offers the individual the opportunity of belonging 

12 voluntarily to a democratic institution. The principle of "one member - 
‘one vote" is strictly observed. The members are encouraged to take an 

interest in their credit union and to attend and participate in the annual 

13 meetings. We believe our organization in itself, through its meetings, 

gives a member a good idea of what his rights and privileges are. We 

believe that an informed member makes a better citizen. We had 600 

14 present at our last annual meeting, out of an adult membership of 2,700. 


6. We consider that our Credit Union protects the interests vf the individual 
15 whether he be borrower or depositor, because the total membership is 
made un of a good measure of both, a good balance in viewpoint 1s achieved. 


7. In addition to being a source of advice and counsel, our Credit Union 
pursues an educational programme on financial matters which will make 
17 the individual member more conscious of his own affairs and thus more 


able to manage them. 


18 8. The governing viewpoint of the Credit Union is for the general good of 
the members, and members seeking loans will be advised to seek credit 
19 elsewhere if it is in the members’ interest to do so. 


9. The Credit Union encourages thrift and savings. 
10. The Credit Union offers an insurance program covering up to $2,000 on 
savings and up to $10,000 on borrowings. On the death or disability 


21 of a borrower, full repayment of any loan up to the maximum is made 
which is most beneficial to his survivors. 


22 ||BENEFITS TO THE COMMUNITY 


The benefits of the Winkler Credit Union to the community are as follows: 


23 
1. A large pool of local money is available to borrowers at rates of interest 
24 slightly higher than the bank rate on securities many of which are not 
legally acceptable to banking institutions, At December 31, 1961 the 
Winkler Credit Union had some $2,460,000 out on loans to members, 
25 $1,200,000 in the form of personal loans and $1,260,000 in the form of 
loans where the security was real estate. i 
26 2. The Winkler Credit Union has become successful financially. It earned 
$127,000 in 1961 before appropriations for reserves. We consider this 
to be a substantial saving which is retained in the community rather 
27 than flowing to some outside source of capital. 
3. We believe that our educational and counselling programme has a beneficial 
28 | effect on the individual and hence helps to build a better community. 


29 
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BENEFITS TO THE COMMUNITY (con't) 


4, Today there is much concern about the decline of the average Western 
town, This subject has been under study for some time by governments, 
economists and others. We believe that the presence of a successful 
credit union in a town will do much to arrest this decline. 


We believe having a strong Credit Union in Winkler gives stability to the 
town, gives it a strong character, inspires confidence and furthers 
development. 


5. A community with a strong credit union is thoroughly imbued with the 
principle of self help, and will undertake projects itself rather than 
seek local or senior government assistance everytime it wishes to do 
something. 


6. The Winkler Credit Union represents its membership and is able to raise 
a strong voice in comminity and provincial affairs which would affect 
the membership. The Winkler Credit Union has been very active in the 
provincial credit union organizations. 


BENEFIT TO THE NATION 


1. As a curb to inflation. The Credit Union does not create capital, it 
mobilizes capital and distributes it in the form of provident loans 
to members. In the last three years our borrowings have been negligible; 
details of interest paid is shown on Appendix C. 


2. As a grass roots movement, the Credit Union is probably in a better 
position than any other organization to mobilize local funds for local 
use. We think the Winkler Credit Union by its growth is doing an 
efficient job in this area. Details of this growth are shown on 
Appendix A, 


3. There is much concern today over the influx of foreign capital. We 
feel our Credit Union by its efficient collection of local funds 
contributes greatly towards keeping local needs for outside funds at 
a minimum, thus releasing such outside funds for use in development 
elsewhere. A natural corollary to this conservation of capital is that 
the income thereon remains in Canada. 


4. We believe that our members are good citizens as they are whether they 
be farmers or townspeople. We think they become better citizens as 
members of the Credit Union in that they not only help themselves but 
help others and become both community and nationally minded, 


Respectfully submitted 
on behalf of 


THE WINKLER CREDIT UnfON SOCIETY LIMITED 
J, M, FROESE 


April 9, 1962 
Winkler, Manitoba. PRESIDENT. 
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5 SUPPLEMENTARY INFORMATION INDEX 
See RY INFORMATION INDEX _ 
6 
7 
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9 
APPENDIX CONTENTS 
10 ees 0 ia a 
11 A. Schedule of Growth in Membership, Total 
Assets and Loans to Members, Years 1941 
to 1961 Inclusive. 
12 B. Schedule of Deposits, Shares and Undivided 
Earnings, Years 1941 to 1961 Inclusive, 
13 
Cc. Schedule Showing Allocation of Undivided 
Earnings and Interest on Borrowings, Years 
14 1957 to 1961 Inclusive. 
15 D, Officers and Staff, March 31, 1962, 
E. Balance Sheet as at December 31, 1961, 
16 F, Statement of Revenue and Expenditure for the 
Year Ended December 31, 1961. 
17 G. Statement of Reserves and Undivided Earnings 
for the Year Ended December 31, 1961. 
18 H, Classification of Loans for the Year 1961, 
19 
20 
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4 
APPENDIX A. 
5 THE WINKLER CREDIT UNION SOCIETY LIMITED 
SCHEDULE OF GROWTH IN MEMBERSHIP, TOTAL ASSETS AND LOANS TO MEMBERS 
YEARS 1941 TO 1961 INCLUSIVE 
7 
8 Year ended Number of Total Loans 
December 31 members assets outstanding 
9 1941 194 $ 15321 $ 1,099 
10 1942 181 2,084 1,736 
1943 237 4,151 2,858 
11 
1944 302 9,910 4 8,574 
12 1945 358 26,739 10,801 
13 1946 556 62,329 40,729 
1947 979 108,540 86, 649 
14 1948 1,302 289,072 159,096 
15 1949 1,635 492,371 418, 683 
1950 1,627 332,574 253,749 
16 1951 1,563 359,875 247,403 
17 1952 1,566 349,247 253,953 
1953 1,470 375,651 296,972 
” 1954 1,613 428,399 301,207 
19 1955 1,806 559,371 364, 504 
20 1956 2,086 916,593 732,390 
1957 2,330 1,184,995 982,096 
21 1958 2,625 1,502,534 1,210,515 
22 1959 2,909 1,951,814 1,609,905 
1960 3,167 2,492,044 2,016,075 
- 1961 3,431 3,016,389 2,464, 260 
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APPENDIX B. 
; THE WINKLER CREDIT UNION SOCIETY LIMITED 
SCHEDULE OF DEPOSITS, SHARES AND UNDIVIDED EARNINGS 
6 YEARS 1941 TO 1961 INCLUSIVE 
7 
Year ended Members ' Members' Undivided 
8 || December 31 deposits shares Earnings 
9 1941 $ 287 $ 979 $ 31 
1942 592 1,318 25 
10|} 1943 2,406 1,505 192 
1 1944 6,847 Zs925 426 
1945 22,186 3,260 524 
12/1946 54, 664 5,733 1,139 
13|| 1947 94,129 11,374 2,085 
1948 259,348 20,702 6,705 
14 1949 408, 047 39,342 14, 636 
15 1950 269,485 43,905 7,358 
. 1951 292,407 43,971 7,625 
1952 280,864 46,734 8,039 
17| 1953 248,024 103,723 7,086 
18 1954 167,339 237,306 10,402 
1955 159,106 374,173 13, 646 
19 1956 264,059 604, 847 20,410 
20 || 1957 291,009 762,181 29,758 
1958 354,721 1,058,260 41,690 
aA 
1959 469,816 1,375,164 53,674 
22 1960 569, 287 1,769,662 79,427 
1961 550,491 2,267,371 ;' 102,924 
23 
24 NOTE: Undivided earnings are after deduction of 20% to reserves 
as required by statute and after interest on members’ deposits 
25 of 2% on minimum quarterly balances. 
26 
2g 
28 
29 
30) 
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4 
5 APPENDIX _C. 
6 THE WINKLER CREDIT UNION SOCLETY LIMITED 
SCHEDULE SHOWING ALLOCATION OF UNDIVIDED EARNINGS 
7 
YEARS 1957 TO 1961 INCLUSIVE 
8 
9 Allocated in Year 
Undivided Earnings following to 
10 Interest Rebate of 
Year Amount on shares loan interest 
11 1957 $ 29,758 $23,898 $ 5,784 
12 1958 41,690 31,194 7,987 
1959 53, 674 42,814 10,372 
13 
1960 79,427 62,819 15,288 
14 1961 102,924 85,084 19,557 
15 ALLOCATION IN PERCENTAGE TERMS 
Rate % on 
16 shares Rebate of interest charged on loans 
Interest originally Effective cost 
17 Rebate charged on loan to borrower 
18 1957 4%, 10% of 9% 8.10% 
1958 4% 10% of 9% 8.10% 
19 1959 4% 10% of 9% 8.10% 
20 1960 4 1/2% 11% of 9% : 8.01% 
1961 4 1/2% 11% of 9% 8.01% 
21 
22 By statute, interest paid on shares cannot exceed 5%. 
23 ANTEREST ON BORROWINGS 
1957 $3,782 
24 1958 4,456 
25 1959 86 
1960 274 
26 
1961 377 
27 
28 
29 
30 
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THE WINKLER CREDIT UNION SOCIETY LIMITED 

4 OFFICERS AND STAFF 

5 MARCH 31, 1962 

Occupation 


. M. Froese, Winkler, Man, 
President 


7 


Johann Peters, Gnadenthal, Man, 
8 ake F. Peters, Winkler, Man, 


eter Wiebe, Winkler, Man. 


. W. Wiebe. Morden, Man. 
enry Kuhl, Winkler, Man. 
. J. Sawatzky, Winkler, Man. 


redit Committee: 


. Peter Dyck, Winkler, Man. 
upervisory Committee: 

. W. Bergen, Winkler, Man. 
. H. Janzen, Winkler, Man. 


eene Wolters, Winkler, Man. 


19 Staff: 


. F. Wiebe 
20 
. C, Dyck 
21 lake Dyck 
22 freank Peters 
mne Goertzen 
23 rene Hiebert 
24 Rose Hildebrand 
25 
26 | 
a 
*y 
29 


30 


eter Dueck, R.R.#2, Winkler, Man. 


Farmer, Member Legislative 
Assembly, Rhineland 


Farmer 

Manager, H. Gladstone & Sons 
Manager, Winkler Co-op Creamery Ltd. 
Farmer 

Farmer, Councillor, Town of Winkler 


B. A. Oil Dealer 


Farmer, Reeve of Municipality of 
Stanley 


Farmer 
Farmer, Manitoba Sugar Co-fieldman 
Farmer 


Farmer 


Manager, Winkler Co-op Service 
General Insurance Agent 


Accountant, Winkler Co-op Creamery 


Manager 

Assistant Manager 

Chief Cashier 

Cashier 

Bookkeeping machine operator 
Stenographer 


Clerk 
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THE WINKLER CREDIT UNION SOCIETY LIMITED 


(Incorporated under the laws of Manitoba) 


BALANCE SHEET AS AT DECEMBER 31, 1961 


(with 1960 figures for comparison) 


24 | 


ASSETS 
1961 
CASH AND INVESTMENTS: 
Cash on hand and in bank........ o/h gene @ ab Raimond Gtite iy aoe $ 382,162.05 
Investments - at cost: 
Shares in central credit socteties.......eseaes one dere 44,265.00 
Government and municipal bonds..... Sroka Biae-@uogs devs hae 72,925.64 
Total cash and investments.......... 499,352.69 
LOANS TO. MEMBERS: 
Pewaona ds «6, 0055,+)6,0,+ Rte SR ison ieretons Riaaa. OM tas ta lacrs otek Love, sione.st pataemetaw 1,204,454, 22 
taken rare = AY, = Sete) On OEEEE ERED CO Chon RCRCE TE TCRER MERE RCE Iie CRC OTE Ans 1,259,805. #9 
Total loans to members........... nee 2,464.259.97 
FIXED ASSETS - at cost: 
NNER GIR OINERR AIT s 50) Nels ARO cis Gh UW 6 a cotenbls: ase va, ade ava Gupieleles wv) 0 98,85 6,350.00 
BULLdI ingens vee nye cers eine nmulenseeeeereeacererevecerere 46,937.78 
EE BEC NTN CB LONE ore ia asi stools (niel6s/s«)'6] §. 6. @.buscbie) sie' ov locttenbiereneteninereisreorstiate 2,183.15 
Fuunltune, and-¢fisotur ast. egared-e wandasrays. 0.6. 6 6.610, 4.6.0.6 400, 66:0.0, 00.010 15,450.16 
' 70, 921,09 
Accumulated deprandatLoniags os eyigais «0.6 69 6. 0,0.0,0,0.010,0 0.6.6 010 0.0.5.0 20,391.79 
Net L£ixed ASsets), sc sas suneiiuelere +s sitheate 50,529.30 
OTHER ASSETS: 
Prepaid sCredit Union League dues. sic cscs deencsesevsnns 1,900.00 
PEEPS WANS ULANGCiscees etenesere sarsmayeldyeyesfentingtic seco cs ns seve 347.50 
LOCAL. OCNEY ASSEUB sn.0 60 canner aiesiae 2,247.50 


TOTAL. sc cssecsecvrcescesees 93,016, 389746 


LIABILITIES 


DEPAGNER EY) MOMBEOD n anne wise, aningi vis srredeveicvenegeneen 9 S50 A91.58 


DUE TO EMPLOYEE RETIREMENT PLAN, ..cccccecccccsevrececesen - 
Total Liabilities ww .itaskasss wane ss 550,491.58 
Bis CAPITAL, RESERVES AND UNDIVIDED EARNINGS: 
Share capital at credit of members......sereseocscreves 2,267,371.43 
Reserves: 
ISTO S AL Fie a dias 4:0. A) sib. 08-200 8.0, w:b1R wo Oe leTe WS UND 8I8 I, 8 enews 85,561.19 
CONEINEBNEL se saF es ose s ess PCE UNO ACEI ROOF Ciaran 10,041.46 


95,602.65 


PSOUGLVLGGd GATNINGB ssc ect ec ev dearer evnes denne s On0e BHOS 102 ,923,80 
TOTAL a sine vs © jis RGAE - $3,016, 389.46 
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1960 
$ 329,617.63 


44,265.00 


44,902.44 
418,785.07 
15108, 284.97 
907,789.67 


2,016,074. 64 


6,350.00 
47,737.78 
2,183.15 


16,976.16 


73,247.09 
18,657.57 


54,589.52 


1,900.00 
695.00 


2,595.00 


$2,492,044, 23 


$ 569,286.82 


4,777.50 


574,064.32 


1,769, 661.95 


59,049.15 
9,841.46 


68,890, 61 


79,427.35 


$2,492, 044,23 
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IN D Pie) 


STATEMENT OF REVENUE AND EXPENDITURE 


FOR THE YEAR ENDED DECEMBER 31, 1961 


(with 1960 figures for comparison) 


1961 
REVENUE: 
ENCEPOS Ey tee ss at rs Lukaa Cowan paola ara eet e Pa Raa Ney ee ee $194,882.70 
Income from Anvestments oe <6... 6 vs'sc sins ws ¢ edey ser mel eis eaveh ors Coke 6, 652,30 
ROTOLG i Perea totes eset chemists euviete Oye a use Rusmelahaeeeoey oe soe coe op 1,302,00 
Sundry et ee esters siete seared CRN tA Cn Gaiam Pacers c 4,592.46 
CUNA mutual insurance aivtdends fons Seen eres ee ieee race ayes 3,978.40 
OUME LOVETUC es s/s siecalsreseieiepe sien iors ovshaleboul tee: 211,407.86 
EXPENDITURE: 
Interest on members' deposits...... RENO Pierce Ger oh obec © 5,219.30 
SALATLES's onic 5.6 cote pseuaNeiohetatcorels PR Oh alin kh HO POMPE) G.e bg BCI 27,310.05 
Postage, printing and stationery. Rs aes Waretorelayeralelenel elias ofateichoke 3229503 
Light and telephone....... SOO OM ROIEO ES Co POMC Otro nto comin e 1,027.56 
TraveP ing and@ officers "EXPENSES. 66.d00acsesr eves s <Gietee Wie 2,023.77 
League and chapter"dles’ = net’... ...weverreeite os 0 Su Pee en es WS VATirs CA 
EREUEAN CHAI SONAL T way. coin) silaetes «1.6 ialoit¥ suasons “auckens 5) ags:'ei'si Sankoestalensel seas 26,881,87 
WEPTECLUUCLOM «cree en es tors PPS Pe IIT i otk Se KU dh SCM Cla CO a Ka 4,110.22 
Advertising and EET UE et me deg meni Te 2,636.86 
Cheque clearing tsery lice. oc. esrcuulssc sas unsesiss-snenatelcdececmaaaeniste 3,016.22 
Building maintenance and taxes sia. scvis aves yeN Tee ek elem oes 3,179.38 
Employee retirement plant contributions........ FOC OL e 1,272.00 
Transfer to contingent reserve - provision for einen yiass. 
PTET ANCE eeu stanat ved stecsalele(aislslii¢) ye clelelel cis sraisinle ais sepeteny ies ette 200,00 
DENem EXPENSES, Cheer thee Sa dteriicvolele tt ecleleteieretasravere'sraittatersrnte 2,670.32 
LOCAL EXPOMAL CUE Gis cease, ots buveneevereuavalere ale 84,403.95 
EXCESS OF REVENUE OVER EXPENDITURE FOR THE YEAR...... arenas . 127,003.91 


TRANSFER’ TQ GENERAL RESERVE = 2O0Rsisciteccceceretevtcsvees 25,400. 78 


UNDIVIDED EARNINGS FOR THE YEAR...... teserecereeseetevevevees SLOL, 603,13 
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1960 


$158,712. 
2,196. 
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1 
2 
3 
4 APPENDIX G, 
5 THE WINKLER CREDIT UNLON SOCIETY LIMITED 
STATEMENT OF RESERVES AND UNDIVIDED EARNINGS 
6 
FOR THE YEAR ENDED DECEMBER 31, 1961 
7 || (with 1960 figures for comparison) 
8 RESERVES 
1961 1960 
9 General Contingent Total Total 
1Q| BALANCE BEGINNTNG OF YEAR......... . $59,049.15 $ 9,841.46 $68,890.61 $49,798.91 
Add: 
11/ Entrance fee, os cues swardaies.s en 50.25 - 50,25 53.70 
Bad loan recoveries.........0+% 1,061.01 - 1,061.01 281.16 
Refund of plane insurance...... - - - 400.00 
12 Appropriation for plate glass 
AMBUBETNICE assess Jenene so sins s 06s - 200.00 200,00 200, 00 
131 Transfer from net earnings - 20% 25,400.78 - 25,400.78 19,856.84 
I 85,561.19 10,041.46 95,602.65 70,590.61 
14 Deduct: 
| Disbursements - plane insurance = - - 200.00 
15] - audit - - - 1,500.00 
| 
iP BALANCE, END) OF YEAR... 5.60... Fads $85,561.19 $10,041.46 $95,602.65 $68,890.61 
16 | 
i STATEMENT OF UNDIVIDED EARNINGS 
17) 1961 1960 
{| BALANCE BEGINNING OF YEAR.....essssvseesesecevceesvaeeseees $ 19,427.35 $53,674.16 
Deduct appropriations during the year: 
19 | INEGLEST OM SHALES ess sis os sb vels a sein bee vistas oa ee Oma BN Ole 62,818.70 42,814.17 
Rabat On LOAMANESTESE sc. cc se cccrcvectersevewessde sees 15,287.98 10,371.76 
| 
20 | 78,106.68 53,185.93 
|| BALANCE OF PREVIOUS YEARS' EARNINGS UNAPPROPRIATED.....+-e+s 1,320.67 488,23 
21 


| UNDIVIDED EARNINGS FOR THE CURRENT YEARso.eseseresorereceres 101, 603.13 78,939.12 


ME BALANCE EMD OF YEAR. «.s::50 ccs svassdedicsceesvsseoueaneeess  €102,929,80 )-Ofocquz. gs 
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THE WINKLER CREDIT UNION SOCLETY LIMITED 


CLASSIFICATION OF LOANS FOR THE YEAR 1961 


Farm machinery and repairs 

Purchase of livestock 

Seed grain and seeding supplies 
Harvest and threshing 

Other farm expenses including wages 
Real estate mortgage loans 


Land and buildings (purchase and repairs other 
than mortgage loans) 


Estate loans 

Automobiles and trucks - purchase and repairs 
Furniture and clothing 

Insurance - life, fire, etc. 

Taxes 

Investments - bonds, debentures, etc. 
Hospital, medical, dental 

Educational 

Vacation 

Loans to co-operatives 


Business operations (merchandise, etc. but 
not debts and buildings) 


Consolidation of debts 
Miscellaneous 
Churches 


TOTALS 


No. of Loans 
made 


HAZ, 


95 
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Amount 
loaned 


$ 111,990.77 
61,569.14 
8,750.00 
200.00 

140, 254.27 


891,023.30 


216,672.91 
5,255.00 
303,489.03 
66, 204.30 
450.00 
9,087.00 
8,850.00 
4,568.00 
20,685.19 
1,415.00 


8,726.67 


101,325.00 
93,633.90 


65,717.40 


11,000.00 


$2,130,866, 88 
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Terente, Ontario 


ROYAL COMMISSION ON BANKING 


AND FINANCE 


Hearings held at Toronto, 
Ontario, on Thursday, 
April’ 12@th,1962. 


THE COMMISSION 


The Honourable Dana Harris Porter 
Cnief Justice of Ontario 
Toronto, Ontario - Chairman 


Mr. W. Thomas Brown, M.B.E. 
Investment Dealer 
Vancouver, British Columbia 


Mr. James Douglas Gibson, O.B.E. 
Banker 
Toronto, Ontario 


Mr. Gordon L. Harrold 
Agriculturalist 
Calgary, Alberta 


Mr. Paul H. Leman 
Corporation Executive 
Montreal, Quebec 


Mr. John C,. MacKeen 
Corporation Executive 
Halifax,Nova Scotia 


Dr. W.A. Mackintosh 
Vice-Chancellor 


Queen's University 
Kingston, Ontario 


Mr. H.A. Hampson - Secretary 


Mr. Gilles Mercure - Joint Secretary 


———— 


a A AAS 


by 


“wien “pee uae no 
my AM: wa eit a 
ere 
| 


nang ded vied apn eiaelt 
eabanundt Dette, So kree 
, SORE me cy ie ‘Linas 


3 aeEw ae 


spared appeal Pers siiwuroged ad? 


| la stO) % “geewhwl Rehan 

BST yaa Tit Mido eRe aay panne? 
EJ awed ame 78 Piss 

| ee a ee 

stim (oo Here rue aeyeeer cv 


Uva WORE LY ee Lauod mene .aM 
=o ics git 
dw0" .OURG rae 
Se hh iad ToBnee «ht 
riasadTusrsaa 
Su") ee EQ 4 naga 


bat 


rated. G Dadam 
Ly SHS MRT eG sate 
vote. # {ing ary eth 
Hee Ao RM» D cohol). aM 
ay ttoasy a no kas Suto, 
ghvosd waved, xate lant 
deotRi toa cf ot 
no tiendanO~sarv 
gelatev te +‘ angut 
GlavTRO aotegnty 


—* —— : ee 


yimetoss  - dongs 


ywiayoiese Tale) ~_. 


aeryoream eollld, «st 


AH 2 


¥ 


Nethercut &é Young 
- 1071 - 
Toronto, Ontario 


Toronto, Ontario 
Thursday, April la0-1vece 


se= On Tesuming at 9.15 A.M. 

THE CHAIRMAN: I shall now call the 
meeting to order. The sittings of this Rceyal 
Commission on Banking and Finance are now opening 
in Toronto. Sittings have already been held in 
each of the western provinces. 

The first submission before us is that 
of the Ontario Credit Galen League. 

Mr. Hallinan, you are General Manager, 
and with you are a number of your other officials 
who will no doubt participate in answering questions 
or in any discussions that may follow. 

Unfortunately I shall have to withdraw on 
this occasion because I have a long standing en- 
gagzement out of town which I could not put off, 
and Dr. Mackintosh, Queen's University, will take 
the Chair. However, I may assure you that I have 
had many contacts with the credit unions of 
Ontario, and I am thoroughly familiar with the 
background, and will have an opportunity of reading 
the evidence when it is transcribed as to any further 
information that is put before the Commissicn. 

Therefore I shall now retire and ask 
Dr, Mackintosh to take the Chair. 

--- The Chairman withdrew. 

THE ACTING CHAIRMAN: Mr, Hallinan, 

would you proceed. 


MR. HALLINAN: Mr. Chairman, I would like 
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to take this opportunity of expressing our appreci- 
ation of being here and, in the absence of any 
political dignitaries, I would have the honour of 
welcoming the Commission to the City of Toronto. 

I have associated with me today key 
personnel who have been largely responsible for 
the preparation of our submission. I would like 
to explain the absence of our President and Vice- 
President. Our President is employed with the 
Windsor Daily Star, and it is impossible for him 
to get away to the Commission. Our Vice-President 
Mr. Davidson is a high school teacher in Kenora 
and he found it impossible to be here because of 


his academic commitments. 


SUBMISSION OF THE ONTARIO CREDIT 
UNION LEAGUE LIMITED 


APPEARANCES 


Miss Mary Teahen - League Office 
Manager and 
Accountant. 


Mr. Glenn J Raycraft - Supervisor 
Toronto Field 
Stalls 


Mr. John M. Homer - Director of 
Education and 
Organization. 


Mr. John H. F. Burton - Assistant 
Supervisor of 
Examinaticns. 


Mr. Jchn M. Hallinan, B.A. - General 
Manager. 
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Mr. Donald Campbell, B.A.- Assistant 
Director of 
Education and 
Organization. 


Mr. James J. Turley - Director of 
Field Service, 


Mr. Gus Harris - Director of 
Public Relations 
and Publications. 


--- Mr. Hallinan read the Summary of brief, 

ACTING CHAIRMAN: Thank you, Mr, Hallinan. 
Are there any questions that the members of the 
Commission wish to ask? 

COMMISSIONER BROWN: Mr. Chairman, may I 
start off by exploring a little bit the common bond 
which we have been discussing understandably with 
other credit unions across Canada. Particula 11 yaar 
would like to ask about the common bond in the 
community credit unions. We noticed that in your 
brief you mention that you do not establish a 
community credit union where the local populaticn 
is in excess of 6,000. How is this figure picked 
out? 

MR. HALLINAN: To be quite honest with 
you, sir, that figure was more or less of an 
arbitrary one that was agreed between the Lea gue 
and the Department several years ago. Now, 
admittedly there are some community credit unions 
in Ontario where the population is in excess of 
6,000. 

COMMISSIONER BROWN: Were enbe established 


after it was expressed as 6.000 or did the population 
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come after the credit union? 

MR. HALLINAN: It came after the credit 
union in two or three instances. 

COMMISSIONER BROWN: In this sort of 
credit sue then, anybody in the community can 
come in and join? 

MR. HALLINAN: That is correct. 

COMMISSIONER BROWN: What happens when they 
move away from the community? 

MR. HALLINAN: Well, under the standard 
by-laws of the interior credit unions, when the 
member ceases to have the qualificaticns of the 
primary bond, he may retain his membership in 
the credit union then at the discretion of the 
board of directors. 

COMMISSIONER BROWN: Can you give us 
in your opinion what you think the more important 
factors have been in the tremendous srowth that has | 
taken place in credit unions? 

MR. HALLINAN: I would be delighted tr 
attempt to answer the questicn, sir. I think one 
reason might be the increase in population since 
post-war years; the effect of legisilatténr which 
has been revised at intervals to meet the changing 
requirements; the fact that the credit union move- 
ment is a movement of people rather than dollars 
and cents, and, like any good organization, tends to 
develop. 

I think one of the reasons for the develop- 


ment of our industrial credit unions has been the 
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rather treméndous industrial development in this 
province since the last war, together with the 

fact that more people become interested; the develop- 
ment of the League and, through the League, by our 
chapters. | 

COMMISSIONER BROWN: Those are all in the 
brief, this list. I was wondering if you have any 
that you regard as being the more important. 

MR. HALLINAN: ° I cannot think of anyoy subr, 
other than those mentioned in the brief. 

COMMISSIONER BROW: In a going credit union 
do you find or have you any idea of the proportinn of 
people who join as borrowers. as against the people 
who join as depositors or shareholders? 

MR. HALLINAN: In anticipation of that 
question, sir, we made a survey, and we find that for 
every - these are rough figures, but I think indicative 
for every hundred Savers there are 40 borrowers. 

COMMISSIONER BROWN: 40 borrowers for every 
hundred savers? 

MR. HALLINAN: That is correct, from our 
Statistics. 

COMMISSIONER BROWN: It is a little higher 
percentage than the figures we have received else- 
where. Which in your opinion provides the strongest 
Stability, the industrial type of credit union or the 
community type, from the point of view that the 
industrial is possibly subject to more specific 
crises? If you had a strike or iene opm the 


Whole credit union will be involved, whereas perhaps 
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1 the community would not be affected in the same derree? 
2 Do you have any comments on that? 
3 MR. HALLINAN: I think it is rather difficult 
4 to differentiate, because, as you suggest, when a 
5 strike occurs or something of that nature it seems 


6 to weld them more closely together, but on the ene 

7 hand a community credit union is not Subject to the 

8 influence of strikes or lay-offs or a Slight recession. 
9 COMMISSIONER BROWN: Have you had any ex- 

10 perience with an industrial type of credit union 


11 that has been faced with this situaticn? 


12 MR. HALLINAN: Yes, we have had a few 
13 experiences. 
14 COMMISSIONER BRON: What happens? 


15 MR. HALLINAN: The credit union first of 
16 all - we recommend that the credit union calls a 

17 meeting of the membership, explains the condition 
18 and sets up a certain policy that would guide the 
19 credit union. They might possibly put a maximum 

20 on the amount of the loans, only for very urgent 

21 purposes, and on some of these occasions the credit 
22 Union, in order to guide through the crisis, would 
23 borrow money from the League Central. We make it 
24 Quite clear that the credit union should not take 
25 Sides either with management or with labour, that 
26 We are perfectly neutral in the thing. I do not 

27 want to appear facetious, but many of these strikes, 
28|/ the only person who has won has been the credit 

29 union. 


wv COMMISSIONER BROWN: I suppose there would 
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be a tendency to cause some withdrawal of deposits? 
MR. HALLINAN: Yes, that has happened. 
COMMISSIONER GIBSON: On this question of 
growth, I would like to hear more about it if you 
could elaborate a little, because the growth has 
obviously been terrific. You have been growing, 
doubling at the rate of every three or four years 
in terms of assets, and this suggests a very 
dynamic type of organization. It suggests that 
you have been following the ideas of credit unions 
Which you make clear in the brief. Cculd you say 
a little more about the motivation of the people 
that join? Some of them join because they work 
in a factory or they are members of a particular 
trade union, but what is the thinking of these 
Zroups as they go into your organization? Are 
they figuring on getting money at a more reason- 
able rate of interest, fair return? Would you 


elaborate on that a little? 
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1 MR. HALLINAN: I think there are many 
2 motives, of course, that are responsible for the 


3 development of credit unions. Basically I think 

4 people et go ene day, in our opinion, and in our 

5 economic position are becoming much more conscious 

6 of economic senaerte for themselves and their families 


7 and I think when the credit union ideal is presented 


8 66 then they Can see: "Here is an instrument of which 
9 I am a part owner, that I can achieve a measure of 

10 economic security for myself through my regular 

11 savings" | because one of the foundation stones in 


st 
12 the development of the credit union is the encourage- 


13 ment of thrift. 

14 COMMISSIONER GIBSON: There are lots of 

15 other people trying to do much the same thing but you 
16 seem to be very successful at it. 

17 MR. HALLINAN: There seems to be one 

18 reason in the industrial credit union which is the 

19 payroll deduction plan which many of our industrial 
20 credit unions have. We all, from time to time, 

21 possibly have occasion to borrow money and they 

22 realize that they can get a fairly good deal from 

23 their own credit unions. I think these two are the 
24 basic factors but I do think payroll deductions in 

25 this industrialized province has had tremendous 

26 effect on the rapid growth of our savings. 

af COMMISSIONER GIBSON: In your growth in the 
28 past three or five years has the ma jor factor been 

29 the development of these industrial credit unions, 
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Terente, Ontario 
1 MR. HALLINAN: Yes, largely in Ontario 
5 the industrial credit union has been in the forefront 
3 but by the same token we have many ethnic groups, 
4 new Canadians, that come over. 
5 COMMISSIONER GIBSON: That would again 
6 increase your industrial unions a bit, wouldn't it? 
7 ‘ MR. HALLINANs: To a degree. 
8 COMMISSIONER GIBSON: Do you see this kind 


9 of rate of growth continuing? 


10 MR. HALLINAN: Yes I do. 

11 _ ..  .COMMISSIONER GIBSON: You mean doubling 
12 every three or four years? 

13 MR. HALLINAN: We hope so. 

14 COMMISSIONER (GIBSON : You will be pretty 


15 rich in a short time. Don't you think -- what I am 
16 trying to get is that you have had a very rapid rate 
17 of growth and I take it this represents in part the 
18 selling of the credit union idea and the acceptance 
19 of the credit union idea particularly in: factories 
20 or these occupational unions, Have you given any 
21 thought to the fact that there may not be many of 


22 that particular area left? 


23 MR. HALLINAN: I feel we have just scratched 
24 the surface. Our job won't be done until every citizen 
25 of Ontario is a credit unon member and we only have 


26 half a million now. 


27 COMMISSIONER GIBSON: If you have half a 
28 million that means you have what -- about 15 per 


29 cent of the adults? 


~h DV MR. HALLINAN: Yes, I would say possibly 
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1 15 per cent. 


2 ; COMMISSIONER LEMAN: Mr. Hallinan, you 

3 say you have just scratched the surface and yet for 

a the province as a whole there are a very large number 
5 of credit unions, a very large number of units which 
6 in themselves are not very large individually. Would 


7 you think that for the good of the system there would 


8 be a tendency towards more concentration rather than 
9 a continuation of the multiplication of small units? 
10 MR. HALLINAN: You mean, in other words, 
11 amalgamating several small credit unions into one 

12| arge one? 

13 COMMISSIONER LEMAN: Well, perhaps in that 


14 fashion. 

15 MR. HALLINAN: That is a rather difficult 
16 question to approach because recognizing the fact 
17 of the common bond that would militate against that 


18 suggestion, I would say. 


19 COMMISSIONER LEMAN: But don’t you think -- 
20 we will start talking a little later about this 

21 supervision of the system and the problems which 

22 it involves -- but certainly from that point it would 


make things easier? 


MR. HALLINAN: Yes, it would in the field 


of supervision. 


COMMISSIONER LEMAN: In paragraph 43 I 
believe there is the mention of the fact that 
corporations can be members of credit unions. Are 


there some in fact or not? 


MR. HALLINANNo)!motito my"knowledge. I don't 
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Terente, Ontario 
1 know of any corporations, Perhaps Mr, Raycraft 
2 could speak on that point. 
3 MR. RAYCRAFT: If I may, I might suggest 
4 that. every corporation usually has one credit union 
5 but sometimes becomes a member of another credit 
6 union. In other words, a corporation becomes a 
7 member of a credit union for one or more purposes 
8 such as perhaps depositing some extra funds that they 
9 do not themselves require. This is the exception 
10 rather than the rule but there are instances of it. 
11 COMMISSIONER LEMAN: Anda what would be the 
12 purpose in a case like this? 
13 MR. RAYCRAFT: Well, where it has 
14 happened usually this way one credit union wishes 
15 to assist another credit union for some particular 
16 Purpose by depositing funds which it does by 
17 becoming a member of the other credit union so 
18 that it may go there because it is Only members — 
19 who can borrow from a credit union and so for a 
20 corporation to borrow from a credit union or a 
21 credit union to borrow from another credit union 
22 it must become a member of it. 
23 COMMISSIONER LEMAN: Would the League 
24 management encourage that as a development or 


25 would it prefer that the lines remain directly 

26 from credit unions to the Central or to the League 
27/ itself? 

28 MR. HALLINAN: The official policy of the 
29 League is to discourage this type of thing. We 


—~-| prefer it to deal directly with the League. 
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Terento, Ontario 

1 COMMISSIONER GIBSON: There are a large 
2 number of small unions. On page 89 of the brief 

3 is a list, 1027 in the Ontario League of Credit 

4 Unions and 580; in other words, half of them are 
5 eredit unions with $50,000 or less in the way of 

6 assets. Is this the typical situation or BOS ac Ih 


7 simply a reflection of the rapidity of your growth 


8 and most of these will get larger as time goes on? 
9 . MR. HALLINAN: : I would say it is a 

10 reflection of our growth and we hope wewill expand. 
11 COMMISSIONER GIBSON: The bulk of these 
12 small ones will be occupational unéons? 

13 MR. HALLINAN: Yes, that is correct. 

14 COMMISSIONER GIBSON: What sort of normal 


15 pattern of growth, if there is any such thing, is 

16 there? I realize these are different sizes but 

17 would you expect most of these or half of these to 
18 move out of this size into quite a bit bigger group 
19 in the next two or three years? Is this the way 

20 most of your growth will occur, to have these little 
21 ones become larger ones? 

22 MR. HALLINAN: Could I ask Mr. Burton to 

23 answer that? 

24 MR. BURTON: I think it would be generally 
25| true to say that the majority of our credit unions 
26 have been growing at a rate between 5 to 10 per cent 
27 per year. We cannot strike an average there but we 
28 expect that probably the majority of these small 

29! oredit unions, under $50,000 within two or three years 


~ —30 will be at least in the next class and some of them 
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Terente, Ontario 
will be in the $150,000 to $3 million class judging 
by past experience. 

Many of them are parish credit unions, 
new credit.unions in small industrial groups or 
small communities which have been organized within 
the last two or three years. 

COMMISSIONER GIBSON: The greater part 
of them, I suppose, would be relatively new, these 
small ones? 

MR. BURTON: Not the greater part, no == 
maybe 50 new credit unions a year, between 50 and 
75 a year. Some of them, quite a few of them, would 
be maybe 190 years old or more but some by their very 
nature may not grow very large although we have 
reasonable reason to expect the large majority 
will be growing in this group. 

COMMISSIONR GIBSON: Do many of these ones 
foldi up after a period of trial? 

MR. BURTON: I think a fair answer to that 
qiestion would be that those formed within the last 
few years, there is much less likelihood of them 
folding up than those formed in an earlier period 
when perhaps we did not have too much experience in 
organizing and forming new credit unions and perhaps 
may at times have been a 1ittle overzealous. But 
those that have been organized within the last few 
years we feel strongly there is far less likelihood 
of them folding up. 

ACTING CHAIRMAN: Could I ask a question 


in another direction, Mr. Hallinan? We have met 
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Terento, Ontario 
1 the credit unions in four provinces now and find 
2 some variations in the organizations. I notice 
3 in your brief that your member unions borrow from 
oa two central organizations in this province, one, 


5 I think, the Central Department of the League 
6 and the other the Ontario Co-Operative Credit 
4 Society. We arehaving a brief from the Ontario 


8 Co-Operative Society a little later. I notice from 


9 some place in the brief that there is more than one 

10 credit union league in the province. Is that correct? 
11 MR. HALLINAN: Yes, Mr. Chairman. 

12 ACTING CHAIRMAN: Could you tell us a 


13 little about that just so that we will know our 


14 way around among the credit unions of Ontario? 

15 HALLINAN: First of all, I will answor your 
16 second question first. There are actually four so- 
17 called leagues. There is our league, there is the 


18 Federation de Caisse Populaires de Ottawa which 
19 comprises many French speaking Caisse Populaires 
20 organizations and there is the Regionals of Caisse 


21 Populaires in the Ontario Co-Op which are relatively 


22 small in comparision with our League. Does that 
23 answer your question? 
24 ACTING CHAIRMAN: Yes. The division is 


25 entirely between what you might call the French 


26 speaking unions and the ordinary credit unions? 


27 MR. HALLINAN: Yes, there is only one 


28 English speaking League and that is the Ontario 


29 Credit Union League Limited. 


30 To reply to your first question I will 
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Terente, Ontario 
attempt to give you some idea of the apparent duality 
between the two Centrals. Up until the mid-1940's 
there was only the Paneeel Credit Department of 
the Ontario Credit Union League which is limited 
by our Sheol by law, to deal only with credit 

re 

unions that/members of the Ontario Credit Union 
League and in the 1940's the association between 
the Credit Union Movement and the Co-Operative 
Movement was much closer than it is today and along 
about 1947 or 1948 due to the wartime credit 
regulations funds were building up in our league 
Central and many of the directors of our board felt at 
that time that they would like to have some of these 
funds invested in the Co-Operative Movement. It 
could not be done legally under our charter. There 
are two ways in which it could have been done. We 
could have sought amendments to the Credit Unions 
Act in the provincial Legislature permitting the 
League to loan funds not only to credit unions but 
to co-operative or the other alternative would be 
to incorporate another organization that would be 
able to do it and the directors of the day so voted, 
to seek the incorporation by a private bill of 
another organization and that is the Ontario 
Co-Operative Credit Society. That was done and the 
two of them have gone their separate ways since. | 
In fact, there is competition, ‘They are competing 
with us for surplus funds of credit unions, they 


are competing with us for lending money to credit 


unions. 
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Terento, Ontario 

ACTING CHAIRMAN: Thank you, 

COMMISSIONER GIBSON: There is a little 
difference, I take it from the brief, and some of 
the comments in the philosophy of the two Centrals 
too. Is your Central more traditional from a 
credit union point of view? Woula you like to say 
anything about this? 

MR. HALLINAN: Well, we may be more 
traditional or more conservative (I am not speaking 
politically) but our league Central is what we call 
a credit union for credit unions. We do not even 
offer primary checking and, of ‘course, we have a 


policy in our League against secondary checking. 


It is simply a depository for those credit unions 
who are our members who can deposit their surplus 
funds by cheque and if the credit union wants to 
borrow money under our conditions they can and we 
issue a cheque drawn on our own bank for it. 

We have one simple interest rate right 
across the board. I think our terms of repayment 
are generally different than in the Co~operative 
Credit Society. Our loans are usually for two 
years with a straight 54 per cent. 

COMMISSIONER GIBSON: This is a loan -- you 
dai not have line of credit, so to speak, with the 
credit unions; you would make them a specific loan 
and they would use it all or would this go up and 
down? 

MR. HALLINAN: It goes up and down but 


it is regulated, of course, by the Credit Unions Act. 
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Terente, Ontario 
by 
1 The board may resolution of the board of directors 
2 borrow from us or from any source up to 25 per cent 
3 of its assets;on a@ resolution Of the membership up 
4 to 50 per cent of its assets. 
5 COMMISSIONER GIBSON: Usually your require- 


6 ments would be less stiff than those of the Co- 


7 Operative Credit Society? 


8 MR. HALLINAN: I do not think they would 
9 be much different in the requirements, 

10 COMMISSIONER GIBSON: Would you both be 
11 prepared to lend the same amount of money? 

12 MR. HALLINAN: I think so, generally yes. 
13 COMMISSIONER BROWN: Mr. Hallinan, you 


14 have a policy against checking? 


15 MR. HALLINAN: Yes. 
16 COMMISSIONER BROWN: I gather 6 per cent 
17 of your member unions do provide checking privileges 


18 and it is anticipated that there is an amendment 

19 to the legislation to make this possible throughout 
20 the province. Why have you got this policy against 
21) = checking? 

22 MR. HALLINAN: Well, it is the feeling 

23 of the majority of our board that secondary checking-- 
44 first of all, from the practical point of view of 

25 Our economy it is not too practical and from another 
46! point of view we feel that it is not primarily the 
27 function of a ati union to render that service, 
28 COMMISSIONER BROWN: You are against this 
legislation then, are you? 


MR. HALLINAN: No, we are not against it 
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because, as the Chairman pointed out, the 6 per cent 
of the credit unions are using it anyway even though 
it is contrary to our policy. When we suggest 
policy it is a suggestion, not a directive. So 

if they insist on it we maintain that there should 
be certain controls and we are in agreement with the 
proposed legislation concerning secondary checking. 

COMMISSIONER BROWN: What sort of controls 
do you envisage? 

MR. HALLINAN: I think the regulations 
will suggest that a credit union must be of a 
certain size in assets. 

COMMISSIONER BROWN: What size do you think? 

MR. HALLINAN: It is either going to be 
$100,000 or $200,000. Now, as I say, this will 
be coming before the Legislature some time this 
year, we expect. All the credit unions must have 
at least one full-time employee. They should engage 
the services of an auditor, &@nd outside auditor 
in addition to the supervision that the Department 
of Insurance and the League gives them, These — 
are the types of regulation that we understand 
are going to be submitted. 

COMMISSIONER BROWN: Have those credit 
unions that have this privilege found that it has 
resulted in an increase in their deposits and 
share capital? 

MR. BURTON: Mr. Chairman, it is rather 
difficult to say yes to that question because although 


the deposits may be increasing, that to some extent 
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is offset by the liquidity requirements of those 
having personal checking through the Ontario 
Co-Operative Credit Society because 25 per cent 
of those members' deposits must be on deposit 
with the 0.C.C.S. and there are certain other 
requirements but I think it would be fair to say 
that those credit unions generally which have 
secondary checking do increase in some measure 
deposits with the credit union but it is more 
difficult to assess what the practical value of 
increased deposits is because of the additional 
liquidity requirement. 

COMMISSIONER LEMAN: Mr. Hallinan, a few 
minutes ago you said that it would be nice if 
every citizen of this province became a member of 
the credit unions. Before I let my imagination 
duel) too much on what the result of this would be I 
would like to ask you a question that you cannot 
probably answer from statistics because people do 
not have to tell you what their total savings are. 
But would you have any idea if in the majority of 
cases when a man becomes a member of the credit 
union does the credit union attract all his free 
savings or only a portion of them or what? 

MR. HALLINAN: I would say from experience 
it by no means attracts all his savings because I 
fancy practically every credit union member has a 
bank account as well. In fact, let us look at it 
the other way; I have known of cases where a person 


has never had a bank account until he became a 


ra weeny, 4 ; 
| ee Pee 
| = 7 , : ks 4 ) P . ars 
° 7. we 
5 es) 
paold Lo sjnacoatages Vaesbaes att we e320 Bt 
® _ 7 
i oT, ; 


okaadad erie fguosds:, sotto atoaee ae 
 gaeo tag 2S sausosd ydesuoe thbexo ovatereq0-o) 
tracgah ao sd tau atteoqed. "aredmes pent te 
qedto: mgatieg ee onset bas QRiDiNe® 0 edit cis bs 4 
you oF tat ad Sivaw $i: waltad. ZT dud adrenontupe?: 
evel odin yiisienes unctes tibet esos tncid! 
eAjzapm smoe As sesquont of anbitoeds yiabrooss 
acont ak at @tid neca thbern eriv ridtw etieogeb 
to atifey Lapktdosig oft Jaw aroecer ot sivolTIEp 
jottthbs eff 2) eeaeoed al atleoged ber aatont 
togwortupesn ytibLupts 
vet s \tebbibal owt oA THULE MMOD 
“+ sota of Sivow of dade Hiaa soy OBS setunin 
% “odmen £ omesed. ePnsvotg epetd %o noxtvio yteve 
tortettnent ynowel L ecotet ,enotiy tfhevo eas 
ed bigew eit? to Funeot etd¢ tadw mo coum oog Liows 
noktesug B doy was o¢ ellt Bislow 
tytdsde mort® cowens yidsdoud 
arocdt tedw woe Lied of eved yon 
to yhtaotam erat Ts. sen i yan ovad voy bivow tug 
ens 10 stimen - pemoood tam, & tort aenae 
ett afd Fla Jvomsias nobow $thexo oid eoob aotay 
7 cere "0 vate? Yo moleneq # ylmo ‘10 epnlves 
AMSG kS MOTE vee giuew & @WAvalaAd .FM 
l sadacod agaives elt ffs esoaew ss enisem.on yd az 


wi tedmet moins 7ibevo YLevsS yilsolsosxy qousty 


$) 48 dool aurtai .¢o29 1% «tlew 24 davooos waded 
' 7 
_ 


novree S&S eatin coast TS awcad eved 1 2 Use telto Ce 
| a4 


b arizoed ect Lida boom aires Dad maven Al 


Nethercut & Young sen NO 10 


Terente, Ontario 


credit union member, 

COMMISSIONER LEMAN: Would you guess why 
this phenomenon takes place? 

MR. HALLINAN: I would say largely through 
ignorance. In many cases a person is not aware of 
the value of saving money. 

COMMISSIONER LEMAN: I am talking about 
why he wants to have a bank account besides his 
savings se the credit union unless it is because of 
this checking business? 

MR. HALLINAN: That is one suggestion, 
generally because of that. 

COMMISSIONER LEMAN: Well then, what 
do you think would be the result if a checking 
privilege was extended throughout the system? 

MR. HALLINAN: You mean if we extended 
checking service? 

COMMISSIONER LEMAN: Yes. 

MR. HALLINAN: I think we would be 
duplicating services which in many cases are 
adequately rendered by the chartered banks. 

COMMISSIONER BROWN: I notice that not 
only is there. no legal requirement for liquidity 
reserves but you are also contending that it is not 
necessary to have any legal requirements. Presumably, 
the credit unions operate on the basis of having 
some sort of liquidity reserve. I notice that 
the everaue is something like 4. something in 
cash and 4. something else in deposits with the 


Central and that is the average which means that 
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half of them are above the average and the other 
half below the average. To how low do some of them 
go and what do you regard as rock bottom and why? 

MR. BURTON: Well, Mr. Chairman, this | 
fenole question of liquidity is a rather peculiar 
Se the way in which it is wrapped up with loaning 
or borrowing by credit unions. So that if a credit 
union at one stage has 55 liquidity they may 
immediately begin steps to borrow under the powers 
given to them by the Credit Unions Act and us some 
of that borrowed money for further loans and retain 
some of it for liquidity. As you have said, the 
average for one thousand odd credit unions in 
1960 was almost 10 per cent liquid assets cash on 
hand, in the banks and liquid investments and 
very few from our experience of the credit unions 
ever reach anywhere near 50 per cent borrowing which 
is the statutory limit, that is, 50 per cent of their 
members' equity. 

Of those that borrow the large majority 

@ 

seldom go beyond 25 per cent so that even if at 
some time during the year in high loan periods, 
higher demand periods for loans, their liquidity 
is low they have that reserve of bdorrowing to take 
advantage of if they wish and so the fact is at 
any one time the liquidity may only be l per cent, 
If their borrowing is only 10 per cent of their 
members’ equity the low liquidity does not have 
much meaning. : | 
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members’ equity. As I read it it is 50 per cent 
of the share capital and deposits and surplus. 


MR, BURTON; Yes, that is perfectly true, 
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COMMISSIONER BROWN: Can you really class 


. the deposits as equity? If they are withdrawable on 


demand, they we almost loans. 

MR. BURTON: In credit unions in Ontario 
there is not much difference between deposits and 
shares. All the money that members put in is easily 
withdrawable. Although it is true under the stand- 
ard by-laws, 60 days notice can be required for 
withdrawal of shares and 30 days notice for deposits, 
in actual practice the vast majority of credit union 
members can come into the credit union office and 
withdraw either shares or deposits on demand. So 
the whole of the members' investment is very liquid. 

COMMISSIONER BROWN: Then, this could mean 
the credit union could be very quickly squeezed? 

Say they were up to very near 50 per cent and members 
wanted to come in and withdraw deposits, they would 
not only have difficulty finding the money to pay the 
deposits, but it would also reduce their borrowing 
capacity? 

MR. BURTON: That is why the credit unions 
very rarely go beyond 25 per cent, and why the League 
itself does everything possible to discourage in- 
discriminate borrowing, and as the bulk of the 
borrowing is from the League Central itself we have 
an adequate measure of SonbTO Pas not the authority 
to control, but persuasive control. ; 

COMMISSIONER BROWN: Whereabouts' do you start 
pringing this into play? At the 25 per cent level? 

MR. BURTON: Yes, I would say generally that. 
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when they are dealing with credit unions by examination 
or in other capacities. If the borrowing is to 25 

per cent we would suggest they hold it there because 

of not being able to pay out demands. 

COMMISSIONER BROWN: In locking at any 
individual eredit union do you examine their lending 
policies; in other words, do you aifferentiate between 
those who might have mortgages and short term loans? 

MR. BURTON: Yes, that is generally taken 
into account, particularly, I imagine, by ‘the League 
Central, but it is also done by the field staff and 
the examination staff. We try and watch the question 
of borrowing very closely, and there are very few 
instances I have seen where the credit unions' borrowing 
has approached 50 per cent. 

COMMISSIONER BROWN: Because they could 
really get squeezed? 

MR. BURTON: Yes, we readily understand that. 

ACTING CHAIRMAN: Do you distinguish between 
those credit unions which have large deposits and 
chequing privileges in relation to their liquidity 
reserve? 

MR. BURTON: It is hard to distinguish be- 
tween them for one reason I mentioned just now, that 
there is very little practical distinction between the 
deposits and the shares, pearing in mind some credit 
unions have deposits other than chequing deposits. 
They have term deposits at fixed interest rates, but, 
as I say, they are both withdrawable fairly easily 


by members. So, we do not tend to distinguish. 
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ACTING CHAIRMAN: You don't think there is any 
need for any additional liquidity in the case of those 
who have chequable deposits? 

MR. BURTON: We don't think so for the reasons 
already given in the brief. Our experience has shown 
that in all cases the League and the credit unions have 
been able to provide for their own emergencies. 

COMMISSIONER MacKEEN: There comes a situ- 
ation from time to time when money is tight and there is 
not enough to go around: Do you find there is an unusua 
demand at that time from the member unions for funds 
from the League? I refer, for instance, to 1959? 

MR. HALLINAN: Yes, there was a period in 
19593 when the loan demand was excessively high. Money 
Was tight. We had used the maximum line of credit with 
our bank, and in that case they -just had to wait until 
funds were available. We suggested that they borrow a 
lesser amount than they asked for, and we Suggested to 
the individual credit unions --- 

COMMISSIONER MacKEEN: You give the advances 
in rotation, or how did you arrange it? 

MR. HALLINAN: Yes, in rotation. We had a 
Waiting list -- possibly the longest waiting period was 
about six weeks, and the credit unions were made aware 
of the fact that money was tight and that we would look 
after their needs if as and when funds became avatjapie, 
and the credit unions in turn, of course, would have to 
tell their own members that because of the situation 
they should cut down on the amount bhay Wanted to borrow 


and that loans would be granted only for emergency 
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purposes. 

COMMISSIONER MacKEEN: I suppose the member 
units would build up through repayment of loans and 
become more liquid as payment went on? 

MR. HALLINAN: That is correct. 

COMMISSIONER MacKEEN: Therefore, their 
necessities to borrow from you became lesser? 

MR. HALLINAN: .That.is right. 

COMMISSIONER MacKEEN: But there wasn't 
any great pressure in any cases where there were with- 
drawals by individual members that made it difficult to 
meet? 

| MR. HALLINAN: No. 

COMMISSIONER LEMAN: At such times when the 
loan demand is high, besides making suggestions such as 
you have outlined, was there any tendency to affect the 
interest rates at which you would loan? 

MR. HALLINAN: No, we did not change our 
interest rates at all during these periods. It was the 
same then as it is now. 

COMMISSIONER LEMAN: Why is that tendency to 
make the loan rates so sticky -- why should they be 
uniform? 

MR. HALLINAN: We feel we charge a reasonable 
rate, and even if we raised the rate it would not do 
much good because we didn't have the funds available. 

COMMISSIONER LEMAN: Do you think it would have 
any effect on the loaning process if you tried to use 
the interest rate as the regulating weapon? 


MR. HALLINAN: In our experience, I would not 
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think so, sir. 

COMMISSIONER LEMAN: I am sorry ...? 

MR. HALLINAN: In our experience, I don't 
think that would have much influence. 

COMMISSIONER LEMAN: Let us look at the revers 
side of the medal: How about the rates you pay on 
deposits? Would it attract more money in if you gave a 
better rate at times when money was tight under your 
system? 

| MR. HALLINAN: I don't think it would. 
The people of the credit union movement are not primaril 
interested in a high return on their investment. 

COMMISSIONER LEMAN: In general, you don't 
believe at all in the mechanism of interest rates to 
help adjust for those periods of tight and easy money 
situations? 

MR. HALLINAN: No, because the credit unions 
themselves have maintained a uniform interest rate. 

COMMISSIONER GIBSON: When the credit unions 
themselves are in a tight position, when on a couple cf 
occasions I gather the League Central found itself ina 
tight position, did some of the eredit unions try to get 
funds from other sources? Would you find the Ontario 
Co-operative Credit Society was tight roughjy when you 
were, for example, or would they fill in when you were 
tight and vice versa? 

MR. HALLINAN: No, I think the situation would 
be the same in both cases. 

COMMISSIONER GIBSON: How about the banks? 


Would individual credit unions go to the banks? 
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MR. HALLINAN: They could, but on those occasions 
the banks themselves were experiencing a tight situation. 
COMMISSIONER GIBSON: That is right. 

COMMISSIONER LEMAN: If I may draw your atten- 
tion to paragraph 131 of your submission, there seems 
to be a suggestion there that you do believe in the 
mechanism to a certain extent -- the interest rate 
mechanism? 

MR. HALLINAN:: This refers to the individual 
credit unions, not to the League. 

COMMISSIONER LEMAN: Well, yes, but what is 
sauce for the goose is sauce for the gander. 

MR. HALLINAN: Mr. Burton has an observation. 

MR. BURTON: I was only going to say that 
maybe the League Central is loathe to raise the deposit 
rate because -- and raise the loan interest rate at the 
same time -- because the situation can change very 
quickly, and I feel, myself, that because the credit 
unions' rates are static, not only in the interest 
rate they charge on loans, but they seem to like to keep 
their Gividend and deposit rates static themselves. 
It seems to me if League Central, if their rates are 
going to the market, then the credit unions, certainly 
the larger ones, would feel they would do the same 
thing themselves, and Chere might always be a lag becaus 
they were not Shavetie wien fast enough. It seems to 
have worked very well leaving the thing static. insaee 
of changing the interest rates you just reduce the loans 


-- just tighten up on credit both in the League and in 


the credit unions. 
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COMMISSIONER LEMAN: I am not clear on that: 
Do you believe the mechanism would be ineffective, or 
y it a matter of policy:for you not to use the mechanism? 

MR. HALLINAN: I would say it would be more a 
matter oF, DOLIGCY. « 

COMMISSIONER LEMAN: It seems to me that to 
tell someone who wants to borrow from you, "I think you 
should borrow only $5 instead of $10", rather than 
sending out a signal to the whole system that borrowing 
4s discouraged by the mechanism of vates -- I don't 
understand even your policy objection to it? 

MR. BURTON: May I say that if the deposit 
interest were raised by the League Central at times of 
tight money, it is doubtful whether any appreciable 
extra amount would be deposited with the League because 
the credit unions themselves would be short of money, 
because if they were not, they would not be applying 
to the League for loans. 

COMMISSIONER BROWN: You mentioned a minute 
ago the credit unions don't change interest rates on 
their deposits, and this paragraph would indicate they 
ac. 

MR. BURTON: This paragraph may indicate they 
may have been giving deposits at three and a half for 
years, and the board may decide to raise it to four, 
but it is not a fluctuating thing BEE: to the money 
market. Generally speaking, it is a policy with us.. 

COMMISSIONER BROWN: If this does apparently 
have this result at a time when your credit unions are 


Wanting more money from you and you are not able to give 
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it to them, wouldn't it seem suitable to suggest to them 
they may attract more money themselves by increasing 
the rate on their deposits? 

MR. BURTON: The actual fact is the percentage 
of money deposited by credit union members is small 
Sompared with their investment in shares in credit 
unions. I believe the overall figure is something like 
ten per cent or 12 per cent of the members' equity is 
in deposits and the rest in shares. I guess on the 
long term view, if the League had that policy, they 
could encourage members to increase deposits and so alte 
the deposit rates to attract new money. 

COMMISSIONER LEMAN: You do pay interest on 
deposits at both levels, so therefore you believe de- 
posits should attract some rate of interest. Why is 
one fixed rate of interest the best? Why not let this 
rate fluctuate according to circumstances? 

MR. BURTON: We mentioned this elsewhere in 

the 
the brief, that the shares have always been / funda- 
mental capital of the credit union, and I believe we 
would like to say the League has never encouraged de- 
posits as such. 

COMMISSIONER LEMAN,; But you do encouarge 
deposits by credit unions into the Central? 

MR. BURTON: Yes. | 

COMMISSIONER LEMAN: Because that is the only 
way the Central can operate? 

MR. BURTON: Yes, but not so much on the credi 
union level. 


COMMISSIONER BROWN: But if the credit unions 
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need money and they can attract it by raising the in- 
terest rates on deposits, why should they not do so? 

MR. BURTON: They certainly could if they so 
wished. | 

COMMISSIONER BROWN: But you don't encourage 
it? 

| MR. BURTON: No, and we don't discourage it. 

COMMISSIONER GIBSON: You don't vary the re- 
turn on shares as a rule. In the appendices to the brie 
I get the impression there has been a gradual upward 
movement but never a downward movement. 

MR, BURTON: That is generally so, and we 
encourage credit unions to avoid having too large an 
increase in dividend just because they have a good year, 
because they may have to detract the next year. We 
suggest they keep it the same, or a small increase. 

COMMISSIONER GIBSON: You don't suggest they 
decrease it? There doesn't seem to be much evidence 
they do this? 

MR. BURTON: Not unless it is necessary for 
other reasons. 


COMMISSIONER GIBSON: You call these dividends. 


In effect, since the moneys represented by the shares 
are withdrawn fairly readily and, as you said, in 
practice most of the time on demand, you could almost 
regard it as interest? 

MR. BURTON: Yes, but we call them dividends 
because it has to be declared and approved by the members 
at the general meeting, and we differentiate, because 
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dividend on the shares is not. 

COMMISSIONER GIBSON: You would see more 
difficulty to varying the dividend rate than varying 
the interest rate? 

MR. BURTON: That Lseriekhtr 

MR. HALLINAN: Yes, because the dividend rate 
is dependent on the net earnings of the credit union. 

COMMISSIONER GIBSON: You don't have much 
choice, if you did pretty well, to pay a good dividend -- 
you can't put it all aside on reserves? 

MR. HALDINANS© . No. 

ACTING CHAIRMAN: Am I not right that the 
balancing factor is your patronage dividend, that you 
have to give consideration to your borrowers? 

MR. HALLINAN: -That dis'\'a factor, yes. 

COMMISSIONER BROWN: What policy is used in 
dividing up the surplus as between the dividend distri- 
bution and the patronage dividend? 

MR. HALLINAN: Well, usually the determining 
factor -- and, of course, it is dependent upon each 
individual credit union, but generally they have X number 
of dollars of net earnings after the guarantee fund re- 
serve has been set aside, and they today would feel that 
a return of the four per cent dividend on shares would 
be reasonable, but net earnings left over after that has 
been returned is usually repaid back to the borrower at 
a rate range from ten to 25 per cent of the interest that 
the borrower paid in his previous fiscal year. 
COMMISSIONER BROWN: So the rebate is based on 


what is left over after a reasonable dividend on the shar 
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1 MR. HALLINAN: That is correct, 
2 COMMISSIONER MacKEEN;: What would be the 
rebate? 


3 average/ 15 per cent? 
MR. HALLINAN: TI would suggest .15 per cent. 
4 ACTING CHAIRMAN: Is the general practice of 
5 your member unions to charge the maximum rate and depend 


6 On the payment of dividend to establish the net rate, 


7 or do they have varying rates? 

8 MR. HALLINAN: Generally the credit unions 

9 Charge the maximum which is one per cent per month on 

10 the unpaid balance, except in rural credit unions where 
11 they charge a lesser rate. 

12 COMMISSIONER BROWN: Is this because the terms 


13 of repayment are not so frequent and therefore there is 


14 less cost in bookkeeping? 


15 MR. HALLINAN: Yes, chiefly. 
16 COMMISSIONER BROWN: Generally in the rural 
17 ones, are they repayable once a year or once everys Sux 


18 months rather than monthly? 

19 MR. HALLINAN: That is correct. The majority 
20 of the credit union loans, the farmer will likely borrow 
21 the money in the spring and repay it in the fall when 

22 his harvest has been reaped. 

23 COMMISSIONER GIBSON: To change the subject a 
24 little bit, the general character of the lending opera- 
25 tions of most of your credit unions seems to be to make 
26 the small personal loans. Your brief brings this out 
27 very strongly. However, as the unions get bigger - and 
28 I am looking at Appendix 22 at the moment - it appears 

| that mortgage loans assume a more significant proportion of 


the total. Personal loans are still much the larger 
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element, but mortgage loans rise from Something which is 
quite insignificant to 12 or 14 per cent of the total 
assets in the big credit unions. 

Would you say something about the tendency 
here? Is there a tendency for larger ones to take more 
of Bre rorsat in helping people finance housing and tha 
sort of thing? 

MR. HALLINAN: I think that is a reasonable 
observation, sir. We feel credit unions hes primarily 
organized to take care of the short term personal loans 
of the members. Now, as the credit union grows, some- 
Where along the line it will reach the point where it 
Can more than adequately take care of that, and the 
people are still continuing to Save, so further funds 
are amassed, and then the next step would be for them to 
enter the mortgage field. 

However, we do not recommend them going into 
it until they are perfectly satisfied that they have 
adequately taken care of the short term personal credit 
needs of the members. 

In addition to that, it is the recommendation 
- not a regulation - that in no case should a credit 
union have more than 25 per cent of its assets in mort- 
Zage loans. 

COMMISSIONER MacKEEN: You would not recommend 
the ordinary credit union going as high as 25 per dene 
with regard to liquidity. A‘ 
MR. HALLINAN: No, we would not. 

COMMISSIONER GIBSON: What sort of mortgage 


loans are these? Are you helping members out who have, 
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let us say, a second anes problem and an N.H.A. 
mortgage, an extra problem there, or would some be first 
mortgages? 

MR. HALLINAN: Primarily first mortgages on th 
real estate or homes, on members' homes. 

ACTING CHAIRMAN: What proportion of those are 
Just mortgage security but not loans for the purchase of 
real estate or erecting houses? 

| MR. BURTON: ‘I think the answer-to that is 
that the majority of them are first mortgages for the 
purchase of residential property, and under the amend- 
ments to the Credit Unions Act of last year, credit unions 
are no longer allowed to invest in real estate. 

ACTING CHAIRMAN: I did not mean the purchase 
of real estate, but we have had it represented to us in 
other provinces that a good many of the loans classified 
Statistically as mortgage loans, were not loans were 
for the purchase of real estate or the erection of 
houses, but merely loans where mortgages had been taken 
as security. 

MR. BURTON: Well, in Ontario almost entirely 
what we call mortgage loans are first mortgages on 
members' homes, and there are a few cases where a mort- 
gage, either first or second, is taken as security on 
a personal loan, which would be less than $3,000 sore 
the members! shareholdings, but those are the only | 
circumstances when that would happen. 

COMMISSIONER MacKEEN: Would these be small 
mortgage loans on housing? I am sanaanens how you com- 


pete with National Housing Act loans? 
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MR. HALLINAN: The standard by-laws only per- 
mit us to lend up to $10,000 on first mortzsare. 

COMMISSIONER GIBSON: Could you meet the N.H.A 
rates? 

MR. BURTON: No, we could not. I do not think 
there is any competition between credit unions and the 
National Housing Act, Central Mortgage. 

COMMISSIONER LEMAN: To come back to an earlie 
question which has some bearing on this, when a credit 
union member is a borrower, would you then say that the 
ini onswould insist on .atractineg all of his savyingain 
making sure he uses all his savings for repaying the 
loan? 

| MR. HALLINAN: No, I don't think so. J fancy 
that the average credit union member, in additicn to his 
credit union savings account, also has an account with 
the chartered enc. 

COMMISSIONER BROWN: In the community type of 
eredit union I suppose that those are the ones that are 
more apt to have cn-opsas members? 

MR. HALLINAN: I would say generally speaking 
yes. 

COMMISSIONER BROWN: I suppose that you will 
frequently find that when you make a loan to an in- 
dividual it is sometimes just to pay off a debt to the 
Coop or to buy something at the co-op? 

MR. HALLINAN: In the community type? 

COMMISSIONER BROWN: Yes. 

MR. HALLINAN: I would say that. 


COMMISSIONER BROWN: In other words, a lot of 
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that money comes back as a deposit by the Co-op? 
MR. HALLINAN: It could. 
ACTING CHAIRMAN: Any further questions? 

COMMISSIONER LEMAN: I would like to deal 

With a couple of questicns on another point that was 
menticned earlier, and that is the supervision of the 
Whole system. With that large number of units in the 
System this Supervision has been somewhat of a problem, 
ieee hoenot? 

MR. HALLINAN: Not since 1958 when we had 
the Act amended whereby the Department of Insurance 
or the Government of Ontario, -£ should Say, has given 
the League authority to fo in and examine into the 
affairs of credit unions. 

} COMMISSIONER LEMAN: And that is three years 
ako, 

MR. HALLINAN: That is right. 

COMMISSIONER LEMAN: Has the Leacue under the 
movernment sunervision of authority, have you been able 
to get through every unit in the system? 

MR. HALLINAN: Yes, we have. 

COMMISSIONER LEMAN: ONce a year? 

MR. HALLINAN: No, once every two years in the 
League we have. 

MR. LEMAN: How do you divide up? There is a 
reference to this in paragraph 24, You say there is 
co-operation in the field of supervision. How is 2S si 
organized? Can you describe this in a little bit more 
detail for us? 


MR. HALLINAN: Mr. Burton is the Assistant 
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Supervisor of Examinations, sir, and I think he would 
be prepared to answer that question. 

MR. BURTON: Was your question, sir, what 
would be the overall supervision by the Department of 
Insurance and ourselves? 

COMMISSIONER LEMAN: Yes, you explain that thi: 
has been arranged on a co-operaticn basis. How has it 
been arranged? 

MR. BURTON: In 1958 when our examination ser- 
vice was considerably eee we made an informal 
arrangement with the credit unions branch of the Depart - 
ment of Insurance that the League examination service 
would attempt to examine every credit union in the pro- 
vince at least every two years. I would say in paren- 
thesis there that this does not mean that we only go 
into these credit unions once in two years. We have 
men all over ae province who are in constant touch 
with our credit unions throughout the Vear a-buticas tar 
as examination is concerned, we informed the Department 
that we would guarantee to examine every credit unicn 
at least once in two years. In return, the Department, 
with a smaller staff, said they would attempt to examine 
those credit unions, or inspect them in some form, in 
the alternate years, although with a considerably less 
staff uae would not be able to do it as extensively as 
ourselves. 

The tendency has been to concentrate on the 
Weaker credit unions and particularly on those which an 
report as not 100 per cent as far as operations are 


concerned. 
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A copy of every one of our examination reports 


to the boards of directors of the individual credit 


unions, goes to the Department of Insurance so that 
they can alwayslocate any credit union which may need a 
Particular visit from them in the intervening year when 
we might not be examinine.. 

COMMISSIONER LEMAN: Is there a guide, is 
there a standard form of examination, has the scope of 
the examination all been agreed with the Department? 

MR. BURTON: No, our own examination service 
is highly organized, and you have in the appendices 
complete sets of our papers and so on and instructions 
to our field men, but there was no agreement as far as 
I know between the League and the Department. What they 
do is entirely their own concern ana they have not in- 
dicated that they would follow any set particular 
pattern of ere 

COMMISSIONER LEMAN: To what extent do you use 
sort of surprise auditors? Are these auditors expected? 
Do they know when your men are coming around? 

MR. BURTON: Quite frequently, as public 
auditors often do, our men will make surprise cash 
counts and at times investment counts. Sometimes they 
Will walk into a credit union for an examination without 
notice, but particularly with the small credit union 
that is not practicable because where there is no 
full time employee or no regular office open to the 
public, the books and records that we need for examina- 
tion may not be in the same place. They might be in the 


hands of a different official. So advance notice is 
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Terente, Ontario ony ee 
1 given to them, 
2 This raises another point too. In some of 
3 the credit unions where there is voluntary or part time 
4 help, the records may not be written up to the minute or 


5 to the date of call. SO we generally give them a few 


6 days to have their records ready for examinaticn and to 
7 assemble all the items which we require, 
8 COMMISSIONER GIBSON: When you do an examina- 


9 tion of a small unit like that, do you get together a 


10 number of the senior officers or just the man who acts 


11 as manager or treasurer? 
12 MR. BURTON: Immediately we are concerned 
13 with the treasurer or manager or bookkeeper, but we make 


14 every endeavour to contact at least the president or 

15 vice-president, often the secretary, the supervisory 

16 committee, or at least the chairman tChereol, the credit 
17 committee or DN a the chairman and, where possible, 
18 we like to mect with the whole board of directors. We 
19 try to make a point of meeting with the board and 

20 discussing informally with them the things which we 

21 have found in the examination, before the report is 

22 finalized. So that when the report comes to them, it 
23 does not come as too much of a surprise or, in some 

24 cases, a shock. 

25 COMMISSIONER GIBSON: Do you do a pretty 

26 thorough loan inspection in the process? 

27 MR. BURTON: Yes, in some cases every loan 

28 Which is outstanding on the credit union's books at the 


29 time of examination is checked with respect to the pay- 


30] ments involved. 


rs, - 
i oes 
> = +e * 
Ex 3 t Bu 
qo eiiicanl 
] > Ud 
ee a i 
be eT eee 
yt 
R 
¢ ‘ «5 
{ 
‘ 
u 
i 
r t ~ 
14 
i 


to 


Ure velo" 


aii new 


~ vor . 
fa ane 
Te 
Pt Ohi a 
t 
+ ‘ok tat 
nay ae au 


; M j 
j i : 
71 FE 4 
i i ~ 
me i +t 
pepOuN 
a= 
f 
yf iy , 
’ ’ 
i 
‘ 
a ; 


eb at 


+ > 


et gunn UAE al 
dine caves al nN | 


mond od aevip 


b guerd overtw, enotnu tbat arid 
Hw ed seo ged shaeder att... ater 


ar od ow e fil eu 
net’ (ay Ae f i at " 3 ah STi. ’ 
7 ahd a " wi the é 
’ ar 4 wah 
id ary § f- +4 ’ ry} ‘< a ‘e rf * ray) yen ry hy fa ae ' 
Vid FOS "I ~ 4 
snirt: emedf arid’ ila glameses 
Ah ia ALE? i 2 
ry cra ney mars, oy 
yi } # t + i y | bl bake RA 5 MT dee V 


e +} bf 
af f 
(at ae 4 
¥ Os 
wo B79 { 7 
a 
“+ $ a ml 
DR 
{< fi 
ps : 
«| t 
ot are yi { 
ib Sot a 
' 
+ 
; 
ty i 
} 4 
a4 t j 
f 
, o~ 
ge 
Ny 
’ 
, 
' 
> ' > M4 
, Y Oi) 
a 


a "mh r vs 4 
alin fiona & ios 
r ¢ * . 
to fsa ety 10 7 ec mil 4 
; 
aatrt “So Teas 26 
yl ml 
vA 4 ' } +4 


4 hr Visks aa 
bw a Vv iS) he & be 
- ais 
¢ ; OTe , was at) | Vj 
J ‘ wa “ 4 
- hn - 
’ , Sod De 


Ltyg Len a 
f 
f t t m rly 
‘ me Te 
’ s nd ie ‘ 
i 
“ re . bi 
i 4 f f { ; 4 
“\ i 
i é i 
ij 
wt . 
. 5 , 
: - ) 
Jthe at ie! 
ost 
i 
: 
+ 
j tl 
- fa 
f > Li’ i 
‘ ; | f inte 
i bj 
fryt n 
& e 
: ry 2 4 % 
i } a ‘Por ey) 
wes > = f 
[yt ‘ : J Ji 


ee 


i 
te 


Nethercut &é Young 
ae ee St Hae 


Terente, Ontario 
1 COMMISSIONER GIBSON: I notice your sheets 
4] allow for this. When ron find that the loan repayment 
3 has not been made or the payment record is irregular 


4 or there is something about it that it does not look 


5 One hundred per cent, do you take another more thorough 
6 examination? 

7 MR. BURTON: Yes, that is frequently done 

8 When there are a great deal of loans are nct paid or 


9 are not up to date, then the invariable practice is that 
10 Our examiners go through every account in the credit 
11 union, even if there are ten thousand of them, and list 


12 all the delinquent loans. We do not rely on informa- 


13 tion supplied by the credit union. So every account 
14 is scanned as far as the loan side is concerned. 
15 COMMISSIONER BROWN: I notice there is no 


16 legal requiragnent. with respect to the appointment of 

17 independent auditors? 

18 MR. BURTON: That is correct. There was a 
19 brief - this is mentioned in our brief - submitted 

20 through the Attorney General some years ago on the 

21 Subject of external audits, and the conclusion of our 
22 brief was (this was just before our increased examina- 
23 tion service was organized) our conclusion was that in 
24 view of that and the assistance from the Department of 


25 Insurance, we did not think that compulsory external 


26 audits were necessary. 
27 The situation now is that the majority of 
28 larger credit unions - and by "larger" certainly over a 


29 million dollars and many over half a million dollars - 


30 voluntarily have employed external auditors. The specific 
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reason is that the credit union has got to such a size 
that the supervisory committee, which is limited to 
three members, just cannot cope with a satisfactory 
internal audit service, and, of course, the larger 
credit union too feels that they can afford the public 
auditors. 

COMMISSIONER BROWN: You used qualified 
chartered accountants on your inspection teams to make 
your audits? 

MR. BURTON: No, we do not have any C.A.'S 
On chat inspecticn service. 

COMMISSION LEMAN: Dc the League put them 
through some kind of training course or what? 

MR. BURTON: Yes. The Supervisor of Examina- 
tions (who would have been here but unfortunately he is 
inenospite.) is a public accountant and he and myself 
and a number of our examiners have all been trained in 
auditing and accounting, in public auditing. New field 
men are given extensive training of several months in 
accounting and audit procedure, 

Of course, bear in mind we do not think of 
ourselves as auditors. In other words, we do not give 
the credit unions a certificate, we do not guarantee 
to the same extent that the public accountant will when 
he gives his certificate. 

COMMISSIONER MacKEEN: Are these government 
inspection and audits provided free for the member 
credit unions? 

MR. BURTON: Yes, the government examinati: ns 


are done without charge to the credit union, and of 
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course the League examinations are paid for through 
League dues, a dollar a year per member. There is no 
additional charge. 

COMMISSIONER LEMAN: You do not give them a 
certificate, but presumably each union at each annual 
meeting supplies a financial statement to its members? 

MR. BURTON: Yes. 

COMMISSIONER LEMAN: And does it state whether 
there has been an examinaticn in that year? 

MR. BURTON: Sometimes they do. Of course the 
annual statement is approved by the supervisory committe 
of the credit union, and Sometimes, of course, the 
fiscal year end does coincide with the examination by 
the League, but it is only coincidence. Some annual 
reports, quite a few of them, do specify whether or 
not the League or Department of Insurance have carried 
Out an inspection or examinaticn during the year. 

COMMISSIONER BROWN: As a matter of fact, 
are you supplied with a copy of each annual report? 

MR. BURTON: We make every attempt to secure 
as many as possible. You will notice in our statistics 
in appendix 22, they are based on 1,027 credit unions. 
These were based on annual reports sent in to us 
voluntarily at the League's request by the credit 
unions and all possible attempts are made to secure 
them, and field men co-operate, but inevitably there are 
Some that we do not get, and particularly some annual . 
reports of the small ones. 

COMMISSIONER BROWN: Will the Central make a 


loan to a member credit union without having a copy of 
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its last annual report? 

MR. BURTON: If a credit union wants to have 
funds from Central they have to supply a copy of their 
last financial statement. It is independent of the 
reports on which these figures are based. I do not 
think they supply necessarily the fiscal veniarae 


the last monthly. 
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MR. BURTON: I do not think they supply 
necessarily the fiscal year but the last monthly 
one. 

COMMISSIONER BROWN: Not the. last fiscal? 

MR. BURTON: The last monthly one. | 

COMMISSIONER BROWN: The last fiscal one 
is the last one that was reported to members. 

MR. BURTON: Yes, but the Central only 
requires the latest monthly statement. 

COMMISSIONER BROWN: Is it as complete 
as the annual statement? 

MR. BURTON: Yes. 

COMMISSIONER LEMAN: What is the sanction 
if a credit union refuses to adopt the requirements 
of one of your examiners -- a suspension from the 
League? 

MR. HALLINAN: No, we only have authority 
to examine the books of a credit union; we have no 
authority to insist on any procedure being adopted 
and we use our persuasive powers. We generally find 
that they are increasingly successful. If there is 


anything serious enough that they refuse to co-operate 


ke 
NE 


on we would mention it in our report to the Board 

of Directors and a copy of the report would go to 
the Department of Insurance and if it were of a very 
serious nature it would even be directed to the 


$7 = 


Supervisor of Credit Unions. 
COMMISSIONER LEMAN: And the Supervisor 
has authority to enforce compliance? 


MR. HALLINAN: The Supervisor may go in 
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and suspend the credit union. 

COMMISSIONER LEMAN: Perhaps I have not 
had a chance to go through all the material and I am 
not sure whether the answer is there or not but is 
there a record of liquidations and losses in the 
whole system since inception? 

MR. HALLINAN: No, unfortunately we have 
not that information in the appendices. 

MR. BURTON: I think we can give you the 
number of credit unions that have been liquidated 
based on the Department of Insurance information. 

At the end of 1960 1632 credit union charters had 
been issued and 120 had been dissolved and 61 at the 
time were under dissolution. 

COMMISSIONER LEMAN: Is there any record 
of how these liquidations end up? Did anymmember 
ever lose money in a credit union? 

MR, BURTON: I think the Department of 
Insurance might be able to provide some statistics 
regarding dissolutions. We do not have any ourselves 
in the League, 

COMMISSIONER LEMAN: Did the Central 
ever lose any money? 

MR. HALLINAN: Yes, the Central has 
written off about $39,000 in bad loans to credit 
unions. 

COMMISSIONER LEMAN: So presumably if 
the Central had to lose something these must have 
been the-results of liquidation, were they? 


MR. HALLINAN: Yes. Mr. Rayeraft has an 
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referring to the relationship between the credit 
unions and the League as far as borrowing is 
concerned where they were entitled to borrow 25 

per cent at any time and 50 per cent by resolution 
of the shareholders. To amplify that can we say 

so long as funds were available or , I mean, getting 
back to the question of tight money, you do not 
provide any reserves so that you can meet demands 

at all times? 

MR. BURTON: In the League Central? 

COMMISSIONER MacKEEN: In the League 
Central. 

MR. BURTON: No, that has not been 
done, sir. 

COMMISSIONER MacKEEN: In other words, 
it is so long as those are available for that 
purpose? 

MR. BURTON: Yes. 

COMMISSIONER BROWN: In your reserve 
you carry a certain number of investments. I notice 
those tend to be rather long-term than short-term. 
Due to the fact that these are reserves for liquidity 
is there any reason why you should not reach for 
the short-term loans? 

MR. HALLINAN: Mr. Chairman, in answer 
to that question we have about $57,000 in long-term 
but at the present time because of the funds coming - 
in we have $4 million in short-term investments. 


COMMISSIONER BROWN: This is in the 


Central? 
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MR. HALLINAN: In the Central. 

COMMISSIONER BROWN: I was thinking 
about the credit unions themselves. 

MR. BURTON: In the credit unions 
themselves it varieSs a great deal -- 

COMMISSIONER BROWN: Do you prefer them 
at all at this stage to short-term? 

MR. BURTON: You see, the main investment 
state oy iets credit union, of course, is bonds as 

Uu 

pointed/ in the brief and generally speaking a credit 
union does not go much for the long-term borrowing. 
If you look at Appendix No. 2 again, the statistics, 
the percentage of assets in long-term investments 
is less than 3 per cent. In Government bonds it 
is 2.1 per cent of the assets and I think long-term 
investments only .8 per cent. So less than 3 per cent 
is in the long-term investments and I think many 
credit unions feel -- and I believe this was 
mentioned in the brief -- that generally they like 
to have some small long-term investments which maybe 
in an emergency they could sell but generally they 
would tend not to because on long-term Government 
bonds they do generally take a loss unless it was 
close to maturity. 


COMMISSIONER BROWN: Then they are 


not long-term? 


MR. BURTON: No, then they cease to be . 
long-term. But many of them have some small percentage 
in long-term investment but usually prefer the 


short-term. 
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COMMISSIONER BROWN: And do you encourage 
them? 

MR. BURTON: I do not know that we do 
actively. This is something which is determined 
actually by the credit union. We encourage them, 
of course, to invest surplus funds in the League 
so that really is encouraging them in short-term 
investments. 

COMMISSIONER LEMAN: If these investments 
are thought of as part of the liquidity problem of 
the credit union would you not encourage them to 
keep to short-term? 

MR. BURTON: Well, generally speaking 
we ado not think of it as being in the nature of 
liquidity. They are not géneluded in that 9.6 per cent 
of liquid assets. This 2.9 per cent is in addition 
to that 9.6 per cent of liquid assets. Generally 
they are not thought of as a part of liquidity but 
these are there if in a dire emergency they were 
required and can be realized. 

ACTING CHAIRMAN: Any further questions? 

Then, Mr. Hallinan, the Commission would 
like to thank you and your associates for the 
contribution that you have made to the understanding 
on the part of the Commission of credit unions and 
your brief will be given further consideration when 
the Commission reaches the point of giving : 
consideration to its:ireport. 

The Commission will now adjourn for 


a few minutes, 10 or 15 minutes, and when we resume 
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we would ask the Ontario Co-Operative Credit 
Society to make their presentation. 
, ze pene. 
It had been originally arranged that 
‘ ee 
the Government of Ontario would present a brief at 
this session but it turned out to be mutually 
convenient to both parties to have that brief at 
a later session. So that is why they are not here 
this morning and we will adjourn then for 10 or 


15 minutes and then hear the Ontario Co-Operative 


Credit Society. 


--- At this point a short recess was taken. 


ACTING CHAIRMAN: The hearing will 
come to order. We will hear the representations 
from the Ontario Co-Operative Credit Society 


represented by Mr. Mitchell. 
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1 SUBMISSION OF ONTARIO CO-OPERATIVE 
CREDIT SOCIETY 

2 
3 
4 APPEARANCES 
5 Tae ed? a Les 

Mr. Arthur Briggs = President 
6 

Mr, Norman Wilson - Manager, Loan 
7 Department 
8 Mr. Joseph M. Best - Secretary-Treasurer & 

General Manager 

9 F 

Mr. Leonard W. Mitchell - Solicitor 
10 

Miss Mary A. Sullivan = Manager, Office & 
a7 Accounting Department. 
12 Mr. Ernest W. Nesbitt - Manager ,Loan Department. 
13 
14 
15 , MR. MITCHELL: My name is Leonard W. 


16 Mitchell and I am solicitor for the Oneanie 

17 bot Openatine Credit Society. 

18 ACTING CHAIRMAN: I think it would be 

19 helpful to the Commission and to the reporters if 

20 perhaps you would identify those who are withyyou. 

21 MR. MITCHELL: I was just going to do that, 
22 Mr. Chairman. With me are Mr. Arthur Briggs, President 
23 of the Society who will read the summary of the brief, 
Mr. Joseph Best, the General Manager,who will answer 
any questions the Commission may direct to hin, 

Mr. Norman Wilson who is the Manager of the Loan 
Department, Mr. Ernie Nesbitt, the Manager of the - 
Member Services Department and Miss Mary Sullivan, 


Manager, Office and Accounting Departmenti 


Before reading the summery I would like to 
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refer the Commission to the brief and make one 
or two slight changes that are necessary because of 
typographical errors, 

If you would refer to page IV of the 
summary in paragraph 13,about the fifth rie down 
it says: ..."the Society has used three different 
types of borrowing". If you change the word "three" 
to "four" because we go on to enumerate four | | 
different types. 

ACTING CHAIRMAN: This is not one you have 
just recently discovered? 

MR. MITCHELL: No, there are four types 
mentioned if you will notice. What happened was 
in drafting it we had only three types and before 
finishing it we put in four but did not change the 
figure "three" to "four". 

Then, the same error occurs on page 12, 
paragraph 4O. 

ACTING CHAIRMAN: Page l2 of the brief? 

MR, MITCHELL: Yes, paragraph 40, in the 
fifth line: ..."the Society has used "three" different 
types". It should be "four". 

Then, on page 14 in paragraph 45 dealing 
with investments the way the sentence is worded is 
correct but it is capable of another interpretation 
which we discovered since. If the Commission would 
just change it to read: "The Society is" instead of 
"has" and cross out the word "been". Instead of 
"set up" put in the word "maintain" ans then two 


lines down where it says "... so that a drastic 
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drop" -- if you would cross out "so that" and 
substitute "because of this" then I think the sentence 
gives the meaning intended to it. It will then 
réad? 
"The Society is also required to 
maintain a reserve against fluctuation 

in the market value of its securities and 

because of this a drastic drop in bond 

prices could affect its ability to pay 

dividends", 

One last comment, We have just nowufiled 
with the Secretary of the Commission some supplementary 
information. We have noticed that during the 
Commission's hearings the Commission is very interested 
in the controls or steps taken by various Central 
societies A the tight money situation of 1959 
and the supplementary information we have filed 
contains some extracts from, first of all, the 
Report of the Board of Directors in 1959. Unfortunately 
those documents are not available in sufficient 
quantity and we have photostated the only copy we 
had, the extracts from the Board Directors! Report 
in 1959 which deals almost entirely with the effects 
of the tight money situation on the Society and 
then we have given three letters which are copies 
of letters sent out at that time to the members 
of the Society dealing with changes in deposit rates 
that the Society agreed to pay and also changes in 
interest rates on loans. Following that are two 


photostatic copies of the front page of a publication 
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1 that is sent out quarterly to our members called 

2 ‘Ontario Credit Newsletter" oni "Co- -Op Credit Newel cb ci 
3 and the issues of the fall of 1959 contain consider~ 

4 able information on the effect of the tight money 

5 situation and the next one, the summer of 1961 


6 contains information on the easing of the tight 


7 money situation which had SIT in the interval. 
8 The last one in the book which is not a 
9 photestat is just a copy of the current issue of 


10 the co-Opsiionsletter to show the Commissioners 
11 the form ach “it! takes’, There is nothing in the 
12 current copy which is particularly pertinent to 
13 ' this enquiry. 
: ees 
14 If.itvis the Commissioners' wish to make 
15 a note in Shea Perte® at page 17 at the end of 
16 paragraph 56 a reference to this supplemental 
17 information would be pertinent because it fits 


18 into the: brief at that point. 


19 ACTING CHAIRMAN: Thank you. 
20 MR. MITCHELL: Those are all the changes 
21 and comments T have to make and I would like now 


22 to call on Mr. Arthur Briggs, the President, who 


23 is going to read the summary of the brief to the 


24 Commission. 

2s MR. BRIGGS: Mr. Chairman and Commissioners, 
26 this brief of ours, of course, was prepared by a 

27 legal mind and, as you have noted, even the legal 

28 mind does make the edd mistake. However, before 


291 1 proceed with the brief I would like to give a 


little more background to the gentleman who will 
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be answering questions aren on, Mr. Joseph Best, 
who is our Manager. He is also a past president of 
the Ontario Credit Union League and also a past 
president of the pnearie Union of Co-Ops and thus 
has gained a great deal of knowledge in connection 
with credit unions and co-operatives which this 
Society tries to serve. 

Mr. Mitchell, our legal counsel, is also 
past president of this Society and has also had a 
great deal to do. He is a past director of the 
Ontario Credit Union League, a past director of the 
CUNA Matuel ‘Society and in addition to that has 
served ee ea) counsel for co-operatives and credit 
unions in the province of Ontario. 

This is a summary of the brief presented 
by the Ontario Co-Operative Credit Society. 


--- Mr. Briggs reads summary. 
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COMMISSIONER LEMAN: Mr. Briggs, to start 
with there ig a question I would like to ask 50 
T will understand how you are csibtudted in the whole 
system in Ontario. The League operates a central 
too, and the credit unions that deal with you are 
members of your Society and are also members of the 
League. Do they deal sometimes with the League 
Central and sometimes with you, or do you find that 
in practice those that Ae members of the Co-Operative 
Credit Seciety deal with you and not with the ether 
Central? 

MR, BRIGGS; I would say there is a little 
bit of beth, In some cases they are dealing with 
both the League Centra] and ourselves. In other 
cases they may primarily deal with the League 
Central and other credit unions may deal primarily 
with Co-Qperative Credit Seciety, I think the 
competition in this case does not do any harm, 
because I have always felt that as a result of 
healthy competition between these two organizations 
that the credit unions and co-operatives are 
probably getting petter service than they might 
have got without that competition. 

COMMISSIONER LEMAN: So some of them do 
shop around? 

MR. BRIGGS: That is true. I think 
possibly one reason why a number of them may deal 
exclusively with the credit,Seciety is because 


4 
it can provide primary and secondary checking if 


they require it, but probably there are other factors 
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42s well as that. 

COMMISSIONER LEMAN: By talking with the 
League this morning we found them rather inflexible 
in the field of interest rates, whereas you.made 

CO NE BON a wt wal 
quite a point of saying that you believe inflexibilyty : 
in this field? a 

MR. BRIGGS: I think maybe there were 
one or two explarations for that. We are dealing 
to a great extent with co-operatives in making 
loans, and the co-operatives have some facilities 
at the bank, We have to meet more competition 
outside, soe the League Central is concerned 
primarily with the credit unions themselves, and 
.the credit unions as a rule do not change their 
rates on loans to their mémbers, and I think as 
the result of that the League has never felt the 
necessity of having to PRictuate with the market 
as much as the Co-Operative Credit Society, often 
using the market to borrow money for its members, 

COMMISSIONER GIBSON: They have to meet 
your competition? 

MR. BRIGGS: We have to meet their 
competition. 

COMMISSIONER BROWN: When you increase 
interest rates on deposits it presumably attracts 
more deposits from the co-cps: Does it also attract 
more deposits from member credit unions? 

MR. BRIGGS: I would like to have Mr, 


Best possibly afswer that. 


MR. BEST: Yes, Mr. Brown, it certainly 
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attracts more money from credit unions, and in 
many cases credit unions and other types of 
co-operatives, such as medical co-ops, have said 
to us, "We can get a higher rate from such and 
such an organization and we are not going to put 
this money with you unless we get a higher rate." 
In some cases we have found our members would 
indicate they are going to withdraw funds to put it 
outside at a higher rate of interest. Naturally, 
this Vaan times when interest rates are going up. 
So, to meet the changing conditions we have raised 
our interest rates practically to keep the money 
within the organization but effectively it has met 
the current market soGt is 

COMMISSIONER BROWN: I gather from your 


oh MAST Kis, 


' brief that you are in favour of some sort of liqudity 


eur 


eétios®™ You certainly impose it on any member 
credit unions that take advantage of your facilities 
for checking purposes. Have you any views on 
- liquidity ratios on share capital? 
MR, BEST: In the Ontario Co-Operative --- 
COMMISSIONER BROWN: In the member 
credit unions. | 
MR. BEST: This is a field we don't get 
into, but we do feel that there should be liquidity. 
We don't go to the credit unions. telling them they 
must have liquidity. This is not our field, but 


we do believe that they should. 


COMMISSIONER BROWN: We would be interested 


in hearing your views on what sort of liquidity you 
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think they should have? 

MR. BEST: As a ryle-of-thumb we would 
gay about 5 per cent of theip share capital should 
be maintained liquid in chartered banks and in the 
Ontario Co-Operative Credit Society and short-term 
government securities. 

COMMISSIONER MacKEEN; How is your 
share capital issued -- the $1 million? 

MR. BEST: I sone get the import of the 
question? 

COMMISSIONER ‘MacKEEN: How has that 
»been i sauea ses the $1 mil 1108 of share capital. 

MR. “BEST: The shares have been allotted 
by the poard of directors on application from our 
memben organizations, and the certificate issued 
for the number of shares held by each organization, 

COMMISSIONER MacKEEN: Is it fully issued? 

MR. BEST: Fully paid? 

COMMISSIONER MacKEEN: Yes. 

MR, BEST: Yes, 

COMMISSIONER MacKEEN: I mean fully 
issued -- the $1 million. 

MR. BEST: No, it is just short of $1 
million; $937,000 -- in that neighbourhood, and 
we have applied to the provincial government, and 
the bill is just awaiting Royal assent to increase 
the share capital from $1 million to $3 million. 

COMMISSIONER MacKEEN: This is to take 
care of new members? 


MR. BEST: That is right. 
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COMMISSIONER MacKEEN: Or increases on 
the part of existing members? 

MR. BEST; Both -- to take care of 
increases in the membership and additional capital 
being purchased by the present members. We 
recommend that the members of the Co-Op Credit, 
made yp of credit unions, keep with us or invest 
with us 1 per cent of their own member equity. It 
is just a rule-of-thumb, that many credit unions 
are investing this amount of money in the Ontariaq 
Co-Op Credit Society. 

COMMISSIONER MacKEEN: Some would be 
less and some would be greater than that ratio? 

| MR. BEST; That is correct, As an 
example, at the end of 1961 there were 476 credit 
unions with 639, 000 invested in share capital, 
This ig outside of the deposits or other means of 
putting money with the society: 476 credit unions 
had 639,000 in share capital, ' 

COMMISSIONER BROWN: In your annual report 
on page 3 you refer to this Commission, and at 
the bottom of page 3 you refer ~~ perhaps I should 
read the whole sentence: 

"Ror this reason your Board considers 
it important that appropriate representations 
be made to the Commission by both credit 
unions and credit union centrals, seeking» 
to distinguish them in their objectives 
and operations from Souaaroiel organizations, 


and, should the Commission conclude that 
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credit unions and central now or in 

the reasonably foreseeable future 

frustrate the monetary and financial 

policies of Canada, to anareuter AA tabte 
methods of control and regulation." 

We have heard in other places that 
credit unions ‘niimany instances consider that they 
are not affected br changes in monetary policies, 
and I gather you feel the opposite is true as far 
as you are concerned, yourselves. Do you think 
this is a good thing or do you think credit unions 


should be insulated from changes in monetary policy? 
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MR. BEST: : We think that the credit unions 
ehousd not be insulated from changes in monetary policy, 
Mr, Brown, We think that these ghanges, When they are 
made effective for the good of the economy as a whole, 
we think the eredit unions should follow along these 
policies. We feel that we should not have a large 
segment, perhaps relatively smal] as far as the whole 
economy is cancerned but -- 

COMMISSIONER BROWN; Growing very fast. 

MR. BEST; Growing at a very rapid rate, we 
cannot have a large segment of the economy frustrating 
monetary policy and still have the economic good of the 
whole country. 

T think in the supplementary information 
given you this morning, we indicate that we are subject, 
we are affected by the changes in monetary policy, al- 
though up to now we have no direct information. That is 
what we believe, it is what we read in the press, what 
we feel when we attempt to borrow money, There 1s no 
direat line of communication. Does that answer your 
question? 

| COMMISSIONER BROWN: Yes, that is what I 
wanted, thank you. 

COMMISSIONER LEMAN: To go on with that same 
subject, what do you have in mind principally in the 
responsiveness that you think should be obtained in 
fact? Are you thinking mostly of this flexibility by 
Belpaeee rates used, because some of the Leagues and 
Credit Unions, have argued that while they might disre- 


gard that system of control responsiveness, they woul 
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act 
in fact/rather through persuasion and say: "Well, you 


should not borrow so much now" and try to get them to 
borrow less, instead of changing interest rates and 
trying to get enough automatig response, What do you 
have in mind as the right way to respond? 

MR, BEST: Mr. Leman, we have found that 
changes in interest rates do effect the result that is 
apparently desired by the government and other people 
who set the monetary policy, We feel that changes of 
interest rates ~ if you would refer to the section of 
the report there, the report of the board of directors 
in the front of the supplementary information, the 
president at that time in referring to general monetary 
conditions in the second paragraph, goes on in the third 
paragraph and says: 

"The scarcity of money -" 
at that time this was national policy - 

"The scarcity of money reduced our deposits 
and increased the demand for loans over and 
above the normal credit requirements." 

Then he goes on, and I am looking for the 
exact reference there, and he points out that we were 
able to borrow $750,000, and this 1s the important part 
about six lines from the bottom of the page: 

"We were unable for the first time in several 

years to meet some of the requests for loan 

accommodation as promptly as they were re- ‘ 
ceived.” 
Now, at that time we were charging a six per 


cent interest rate, which was the maximum we have charged 
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on credit and borrowings, and we just could not meet al 
the demands, and the credit union had to wait, creditor 
and their co-operative members, 

COMMISSIONER BROWN: By borrawing this 
$750,000 you were to that extent able to produce money 
for your members when they could not find it elsewhere. 

MR. BEST: That is correct, but then we wante 
to get more. The demand was there for more but we just 
could not get more, 

COMMISSIONER BROWN; But you were able to 
increase some in a period of tlaht money, 

MR, BEST; Well, I am not sure that it is any 
more than the credit unions themselves, if they had 
been using the pther sources {ndicated, could have 
borrowed, We just don't know, 

COMMISSIONER BROWN: My point was that even 
in this period of tight money for other people, you 
were at least able to increase your capacity? 

MR, BEST: Not increase it, We had that 
aapacity, it was there, 

COMMISSIONER BROWN: But you did borrow more 
than you ever have borrowed, 

MR. BEST; We reached a peak there, but we 
had borrowed before. This was not the first time 
we had borrowed. 

COMMISSIONER BROWN: I realize that, put 
re ete the first time you had reached that peak. 

MR. BEST: That is correct, 

COMMISSIONER GIBSON: Some of your customers 
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"n few credit unions, although not short of 

money, borrowed to protect themselves against 

a future demand for increased loan volume." 
In other words, some of your customers were busy trying 
to look after their operations at the same time, quite 
naturally. | 

MR. BEoT: That is  wrue- 

COMMISSIONER GIBSON: And generally speaking 
the credit union succeeded in going on and growing and 
so did you in these circumstances, 

MR. BEST: But perhaps not as fast a rate as we 
otherwise would have. 

COMMISSIONER GIBSON: Yes. 

MR. BEST: That is the intangible part. We 
just don't know and we don't know in Chat particular 
year, if EnoRS had been no _ credit restrictions, 
we might have borrowed a million dollars. We don't 
know. We are continually exploring to see what would 
have happened if we had not had tight money in 1959, 
how much faster we might have grown. 

COMMISSIONER GIBSON: You just did not raise 
the interest rate. I gather you limited the term in 
some cases, limited the amount which you would lend. 

MR. BEST: That is correct. Il - think 10. 1s 
in the brief itself there is a quotation from a letter 
we sent to all credit unions. | 

COMMISSIONER GIBSON: That was on in 1960, 
Was it not, paragraph 57? 

MR. BEST: Yes, that is tk August, 1960. 


COMMISSIONER GIBSON: You still had tight money 
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there, had you? 

MR. BEST: It had not eased entirely. After 
that there are other letters that indicate: "Well, the 
lig is off. Come and borrow something." Particularly 
last summer we did. We don't have the copy of the 
publication here but we did circularize our member 
credit unions saying that we had §. the money avail- 
able - make plans to borrow it, if they needed it. 
COMMISSIONER. GIBSON: Well, you have a 
bulletin here that suggests this in VIG I 

MR. BEST: Yes, Mr. Gibson. 

COMMISSIONER GIBSON: Quite a bit later. 

MR. BEST: I am referring to another one 
apart from this, but that does indicate, that pulletin 
indicates it, but then we did other things as well as 
that and copies of that material were not available. 
COMMISSIONER BROWN: Do you find this causes 
an increase in borrowing? 

MR. BEST: Strangely, last year, there was 
very little reaction immediately. This involves a 
business reply card, and later on we had several of 
these cards trickling in but immediately I think you 
can see there was no immediate response. In other 
words, the return mail did not bring a flood of loan 
applications. 

COMMISSIONER GIBSON: We have been talking 
about how you respond in your loaning policies. In 
relation to the credit unions in particular, what makes 
you do this? You mentioned securities. Your securities 


go down in value and you don't want to sell them at a 


rts 


yet ‘yigatoie 8 peas som, baat a 
od? ite" setsokba2 teat eheataL redia — rod +. 


bi zie ipl 


hie, 


‘ Migatwotese " aniritemee wong Pe. emo5 pees ra q 
ord To. wiqe exe svat, 3 mgm av bb on seme aa 


+ om 


, a 
reactmisat ‘HO antraldonte bit on duet ated rotdanttdug, > fae 


sh lave ‘tona, Site bed air $aett ‘wrtwee ai oe NG 


Jat! bebson! oat ad 7S werent ag inate Siam ~ olds 8 
tar 


Fa aver voy, .f ligt PWR . AAD TREINMOD | oe 
7, ee oe fu 
f08f ot shis acsepgue tant acer atvetind 
eget 9M yee OCR, Fa ot} 
ytedat sha 2 ettep eral lcats) ADMD Leeroy o 
aco Taditoas of psitsholaiatsh a8 ra (TERE . AM 
‘‘ctanmonil gone .2#BbLoet es saitg mua ain meat iraq. | 
it fiow 22 eportad ‘cenito Bib ew wend dod oat Bev solbod 
-eidalitara tdi stem Satsovgn tens Toe aeiges bas tad 
Reates, atldd bel) say oo  :AWORE SET Re ree 
einai nt sesexronl na 
B pty sh eid a6ey teal ,¢lesnende «eee iM 
esviovdesl eta? .Uletet omit: aoct ges alisltl yxrsy 
26 Det oW mo caval Das ,6%sa. ylqet exanleud 
WOY rela tT gledsthewgmt orig cht gutixots abiss saedt 
Tolde oT) .AMMOgeeT etathemit om saw nttied? sea nes 
tel “e SoolT a artid tan bib LLem nogdet edt \abcow 
| soo ttentiage 
antsiisd dead "eveti oW :Wedio Amo leetmoo 
wi .eelhsifo¢ yatwaos vosoy al baogeet voy word duods 


senatt veiw «teluelineg nl saotae. olbero edt ad we cee 


elvinuoes qMoY Lebwose here Lonem sax tands ab coe 


_& te Mats {068,03 das, d*qed, r bre av, bie oy 


Nethercut &é Young 


Terente, Ontario - 1158 - 
1 loss. Is that one of your motivations in tightening 
2 up when money is tight? You cannot get as much from 


3 the banks as you might otherwise be able to get. That 
4 would be another thing besides. I am trying to get at, 
5 why do you do this? What are the forces which make 

6 you tighten up when money is tight? 

7 MR. BEST: I think, Mr. Gibson, it is because 


8 of having to go along with the stream. 


9 COMMISSIONER. GIBSON: Yes, but how does this 
10 actually work? You cannot get as much from a bank as 
11 you otherwise could. You have investments which, when 


17 money is tight, may very well have to be written down 
13 ao... 
14 MR. BEST: We would have to sell them at a 
15 loss perhaps. 
16 COMMISSIONER GIBSON: And you do not want to 
17 sell them at a loss? 
18 MR. BEST: That is correct. 
19 COMMISSIONER GIBSON: What else? The com- 
20 petition situation would not be as difficult so you 
21 would not be pressing as hard to get your funds out. 
22 MR. BEST: Well, deposits too, we might ex- 
23 perience some withdrawal of deposits, particularly at 
a seasonal level. All of these forces would be - 
COMMISSIONER GIBSON: You would have 
quite a few withdrawals of deposits. 
MR. BEST: In certain seasons of the year: 
Actually we can graph it out every year and the graph 
looks just about the same. There are minor variations, 


but in the spring, late spring, the deposits drop, as 


yrlnoingiy ng oun tte biel mo ‘i om ad mE 
Host aim ea Pom tonsa Yak firey at veont net ren 


Jott, .dtep oF wid ed eabwrendto ddatin vb as axoad 


a% 
ae 
j } 


ast 
(78 gant ae greets. me. I »aablaead, % means sentons) od soe 


sian dothW aaotet odd ets cadw Vatdd.oh HOY, oo 


Sodas. oh. Yenom none qua nedigss 2 ey . 


- 


seueose wl af mead eo aM vdoatn? Th <eTStad . ae ie 


ae | 


eld exok wan’ ted eet :Moedto AMO LeeTMMOD 
ss Aned @ sos? pfepdes dag Tonto vot oxerow yilswtos 


sw .dateiw atweatseval eved dot: .biweo selerrenzo Boye 


1 
wob qodtinw ed ot avad Lise. acev yeu. digit at yenome 
,atd s 
H de martt of few od evisri bivow OW @Tead, AM 
 etatseg seol 
yt Onaw ton ob wow bra -¥OEZEL0 § Fe WK TEAM 2 


Me ait Seale, veo ‘Weel ARPMAILREIMMOO 


iv oe dvdusltizt ee o¢ dan Eiuow noltvavyztes ro lvlgzed 


ito aha oy ten af brant ae aritenety ad Jon, Digah 

2 Tani a ood ay Lao Cow (TEE. HM 

te! ¥ uolerad ,~etleoqeh io Jewarbrid iw emoe soneiceg 
~ 60 BLOW Ee oul seers 20 44 _Lsvel lanogesa 


ry corm _ 


ovat piLuok wey ».wopato Ha WO LaeiMia D 

au teod lo alawathddtw wel « evinp 

tas y off to. enoeges whetise al .:Tehe AM 
‘Kista ei? Oe teey weeve cuo ot dqarn feo aw Vi lavascaA 


yang ivainay wooln ste. eted? .snee eft auode tev erloot 


BS Goal atleasoh eff .anhedo edal ,gatvge  odlt)ob) 
li? a ; Hi 


s eh 


Nethercut & Young 


FTerente, Ontario eet hel [ee 


they are just beginning now to drop, and then the loan 
demand increases. So on the one hand we have a drop in 
deposits and on the othey hand we have an inorease of 
loan demand, and this 1s when we normally borrow to 
fill in that gap. 

COMMISSIONER GIBSON: Apart from the seasonal 
element, when money 4s tight it would be harder for you 
tq get deposits, some of your people might draw on 
deposits, for example,’ 

MR. BEST: The credit unions would pe using 
the deposits they have with us to make loans to thelr 
own members, or other members, some of the loca] co- 
operatives might be withdrawing deposits from us to 

put it elsewhere at a higher return, They watch these 
interest rate Fluctuations pretty closely, 

COMMISSIONER GIBSON: Do you stick pretty 
much to the kind of liquidity position that. is shown 
in your last two statements here, which run about ten 
per cent in cash and 30 per cent in investments, that 
sort of thing? 

MR. BEST: No, that is typical so far as the 
cash is concerned, put the investments, as you wil] see 
from the graphs just prior to the statements, the in- 
vestments are abnormally high. This issimply because 

the loan demand was not there at the year end. You 
see, normally we would not have 35 per cent of our 
assets in investments, and other years are more typical, 
something less than that. 
Actually the liquidity position is shown, not 


graphically but in statistics, in table one of the 
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statistics, which is referred to in page nine, paragraph 
c7, and it is the eighth exhibit which shows the situ- 
ation over the years since our certification by the 
Treasury Board. You see our requirement in the first 
line year by year we must keep under the provisions 

of the Co-operative Credit Associations Act, we must 
keep five per cent of our total deposits in cash. 

Now, in actual practice (that is referred to 
Somewhere in the brief) because of the relatively large 
number of bank accounts we meintain, we find it 
practical to keep about ten per cent of our total 
deposits. So that the five per cent requirements in 
each year, you can read across the page there, has 
risen from $77,000 in 1956 to $365,000 in 1961. To meet 
that requirement we have had from $169,000 in 1956 to 
$665,000 in 3961. This 16 cash in hand ses tue sectacaec 
to ten per cent, not because we feel ten per cent must 
be the liquidity figure but because of the practical 
workings of these many bank accounts. 

Then in addition to that we are required to 
maintain another 15 per cent of our deposits, which 
maybe cash or may be cash and government securities, 
provincial, municipal, federal or school securities. 

So that a total of 20 per cent then must be in cash 

or these securities, five per cent of it must be in cash 
and the relevant figures are there showing that about 
the end of 1961, to meet a liquidity requirement of- 
almost a million and a half, we have almost four million. 
This is abnormal. 
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situation. 

MR, BEST: - "Phat "1s *8rene. 

COMMISSIONER BROWN: Of course you borrow 
outside as well as borrowing from the bank? 

MR. BEST: Well, we borrow from our members 
by way of deposits or debentures, and we borrow from 
a chartered bank and also from the short term money 
market. 

COMMISSIONER’ BROWN: Your line of credit at 
the banks is limited by your hypothecation of invest- 
ments securities. 

MR. BEST: No, we pledge no securities for 
our line of credit at the bank. They look at our 
statement and say: "You are worth so much", I think it 
is in our statement there. We are quite prepared to 
give the information. At present our credit is $600,000 

COMMISSIONER BROWN: That figure is well below 
your investments. In fact in only one year that you 
borrowed money in these last four years did the 
borrowed money exceed your investments. 

MR, “BEST: ~ Yes, 

COMMISSIONER BROWN: That borrowed money 
includes deposits and also -- 

MR. BEST: Debentures. 

COMMISSIONER BROWN: No, deposits are a 
separate item there. 

MR. BEST: What table are you looking at? 
COMMISSIONER BROWN: Looking at the bar charts 


on page five. 


MR. BEST: In the annual report? 


0 Se) 2 oe 
: a. 0) if 
ye) ne 


“pags: 0 sant rene mt 
wostod NOW tos 0° -uMona agrotaere09 i 
| i‘: last or ior aritwonted #a Ifew as “obte Bo 5 te 
ery =A “i worerod ‘ow Lae ‘Teme Fiat a sek us 
mort ware d We tae eetag moda his) gs teogab oo vant w] 


varan nied anole axle iors oele bas Nasd bered tana a 


m ange ial i. deotrem : 


ee rs amb nly? inioeer AgmoteetMmno 
sauevint % set tmcietloate “vow yd bedtimtl st eslesd ‘edd ay 
aeletsuoesa edneut | 
gt aabiinnees ‘oo, aes. an wm «T2ae .AM 
“uo te taal MeN Mead srl? ve atheros %o ontl “ito 
aint T . 2! demi e 4trdw ea doy" ryed Ona treme dete 
jt Bertaqedy satbp ate Wo . svaste Symed ats ma ot ail 
oad ph shhe#s sue sneesag mA: Ato he ee te b edd evig | 
dt ifaw at arogs> teith’ sO RE HRREMOS 
boy made pene wie White nl Poet we adremizevnt/ su0% 
aie) bih.etsey Toot dead) epee nb wenem bewornmd¢ 
INOMILESVAL Woe Pesoxe yernom heworrod 
gay {Wage AM 
Yotion Sewottode gaat WORE Ae WAT BP TMMOD 


-~ o2ff Dek Botead 


= 


h asbuisns 
panucosded  Preake .AM 
S Sta es eoueR .o4 WO +] AMO LER TMMO > 
-etady! inetl etataqes 
tte adidoo!l Gov sts olds? thr. Sees aM 
Yetgarts “ed st Sa patos! WORE BEAOLESTAMDO ; 
evi? emay me 
7, } 
od 


pekaged Assay preys sith at Sateen 7M 


Pi aie 


Nethercut & Young ; ae 


Terente, Ontario : eh 


COMMISSIONER BROWN: Of the, annual reports, 
which shows Vhak LY dca a Peeecwent money [eget 15 nds cent 4 
as against investments of 124 Bes; sent. 

MR. BESTs....Yes, porrowea money would tnclude 
the debentures, that is eaness : 

COMMISSIONER LEMAN: these debentures that 
were issued, they were issued through ae public, not . 
necessarily only in the system? | | 


“0 hy 
*s 


MR. BEST: Yes, that 4g correct. 


COMMISSIONER LEMAN: Song of the credit unions 
elsewhere have made the pee that i they thought of the | 
movement as a Sec of little closed economy , ‘that they 
would like to use only members’ Hanoi eeens for 
occasional times when they would use bank acc ommoda tion, 
but mostly on a seasonal basis. es ren eet 

of courde,” some “of fen 
have made this point with us, I gather that vodheee 
no reason why you could not zo Qutside to the sei: 
to get the funds that you feel you require. 

MR. BEST: I would qualify that in this way, 
Mr. Leman, that we would never eae on a campaign, as it 
were, to sell debentures. You will never see a Co-op 
Credit ad in the financial page of any newspaper ad- 
vertising "Co-op debentures, five years, five per cent" 
or anything like that. We have felt, in making these 
debentures available, we were appealing primarily to 
our credit unions and co-operatives that have, money to 
invest. Again too people have an alternative to invest 
4t outside the movement. We felt~ we should make. seme 


form of debenture available. 
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Now, by law we are permitted to make these 
available to the general public but, as I say, we have 
never gone out on a campaign to do this. However, when 
a credit union member or a CO-oOp member, someone 
Sympathetic to the movement, wishes to invest in them, 
we certainly make the debentures available to them. 

COMMISSIONER LEMAN: But these debentures, so 
far as they appeal to your own members, would have a 
higher yield for them than share capital, or vice versa? 

MR. BEST: They have had. We have never paid 
more than five per cent as a dividend On share capital, 
but for a period back in, I think this is back around 
1959 there, we were Paying five and a half per cent on 
our five year debentures. 

COMMISSIONER BROWN: Do you pay more on your 
debentures than you get on the average on your invest- 
ments? 

MR. BEST: On an average on the investments 
perhaps, yes, we would, at that time we would, but 
then the debentures, you see, Mr. Brown, are only a 
small part of our total resources. 

COMMISSIONER BROWN: Then why borrow money at 
a higher rate than you are getting? You do not need 
investments as collateral for your bank. 

MR. BEST: I understood you to say, were we 

paying more on the debontures than the average of 
our investments. 

COMMISSIONER BROWN: That is right. 

MR. BEST: The investments though are only 


a portion of our total assets. We could pay more for a 
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portion of our resources than we are getting on a portio 
of our assets. We would not be, we were not paying more 
for the debentures than we were for our»loans, than the 

income on the loans. At that time we were charging six 

per cent on the loans. 

COMMISSIONER BROWN: Yes, but why have the 
debentures out at all if you have assets that are 
earning less than you are paying for your debentures. 

MR. BEST: Because we wanted -- 

COMMISSIONER BROWN: You see, your investments 
are over $3 million and $585,000 are debentures. 

MRaaBESP:,+ Yes. 

COMMISSIONER BROWN: YcCu would be better off 
if you did not have those debentures out and you have 
$585,000 fewer investments. 

MR. BEST: Yes, but at the time we sold the 
debentures this was the case and at the time we were 
selling many of our members were suggesting that they 
invest in the co-op credit at five and a half per cent. 
They were pulling money out and putting it elsewhere 
at five and a half per cent and we in turn were having 
to pay more than that to borrow money. 

MR. BRIGGS: I think it was just a matter of 
competition in the money market at that particular time. 
If we wanted to sell debentures we had to meet the rate 
of interest that could be obtained in a good many other 
cases from other sources. - 

MR. BEST: You see, this is providing us in 
some cases with five year money on which, when we make 


some loans, we get a higher rate of interest. It seemed 
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practical in order to satisfy the need to pay more 
and get the money in. 

COMMISSIONER BROWN: Wouldn't it be cheaper 
to sell the investments? 

MR. BEST: . It might. We thought that at 
the time. 

MR. BRIGGS: One thing, debentures did 
give us our money for at least a period of five 
years. 

COMMISSIONER LEMAN: Today how generally 
do you estimate investments? I notice in the re- 
Sponse to monetary changes chapter you say: 

"To raise money by the liquidation of 

investments at such a time is neither 

desirable nor economically possible." 

Is that a case of the character of 

the investment because they are not 

mana d enough or what? 

MR. BEST: I think we can say they were 
liquid enough but we might be taking too much of a 
loss on them sod that loss would have to be taken 
from our earnings in that particular year if it 
Were in excess of any reserves set up for such losses 
and it might lead to our having to lower the dividend 
rate below four per cent. This we are very reluctant 
to do because the shares are now qualified as, to 
put it briefly, really for life. 

COMMISSIONER BROWN: But you would have 


the value of the market at the end of the year any 
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WR. BEST: That is correct. 

COMMISSIONER BROWN: What is the difference 
petween value on the market and selling them? 

MR, BEST: The situation may have changed 
by the end af the year. 

MR, BRIGGS: I think you have 4 good 
illustration of that in the ]960 report where we 
have a reserve of around $14,000 because of the 
drop in market value and we entirely eliminate: it 
in the 1961 report. 

MR, BEST: In 1959 it was a $40,000 
reserve we had to set up, 

COMMISSIONER LEMAN; The statement 
puzzles me a bit because we have heard the same 
statement by other credit unions in other provinces 
generally, It seems that the whole movement across 
Canada always says that with these investments, {tf 
is not economically possible to sell them at the 
time they need the proceeds of sale, S80 again I 
say why are they carried if it is considered 
practically impossible or.‘useless to cash in on 
them when you need them? Why are they carried 
at. all? 

| MR. BEST: There is a legal requirement 
to carry them for one thing, Mr. Leman.. 

MR. BRIGGS: I think you will find, ie. 
Leman, that we have disposed of investments at times. 
when we needed the money where we could dispose of 
them without a loss as far as the society is con- 


cerned and that that is a reference more to those 
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that we are carrying on the books at a lower market 
value than at the time we purchased them. These 
are all types we endeavour to hold but we do 
dispose of investments during the year. 

MR. BEST: There is a reference, Mr. Leman -- 
I.am just looking for it .- in the report. I thought 
it was in this report you have in front of you for 
1959 but I do not see it there, to how we met the 
loan demand «or. the drop in deposits: whichever 
it may have been by cashing so much in investments. 
indo mnot,see.it here but.,.L,will,try-tostindsit 
but there is a definite Be er eneys to the amount. 
We will cash them and in the past we have cashed 
them, 

In some cases it is much more economical 
to cash them on a rising market, It would be 
much better but we do not particularly want to 
cash them when we are going to take a loan on 
them and we will do other things. I think what 
we are implying here is we will do other things 
before we will cash them. In that case we might 
hold back on loans. 

COMMISSIONER LEMAN: I quite realize 
you would not hesitate: on very good investments 
to make a profit but the point is this seems 
perhaps to be a general statement that at times 
when they could be useful as a reserve it is 
neither desirable or economically possible to use 


them, 


MR. BEST: I am afraid we do not have a 
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meeting of minds, as it were, here and re watts to be 
helpful but perhaps I am not getting what you are 
driving at. If we point out that the investments 
are there as a reserve, not necessarily and not 
primarily for a loan demand but as a reserve to 
meet withdrawals from deposits maybe this puts it 
in proper focus. If we were faced with the problem 
of not being able to borrow from the banks and not 
being able to borrow from the short term market 
but having to meet large withdrawals from our 
deposit accounts then we would have to cash it 
in because this investment represented 15 per cent 
in many cases of our total deposits. 

COMMISSIONER LEMAN: In other words, 
you look upon them as an absolute last ditch 
type of ory 

MR. BEST: Well, we do not jump to 
cash them if it is going to actually lose money. 

MR, BRIGGS: I think we have been in 
the fortunate position where we can buy from the 
short term money market over that period of 
peak demand at a lesser rate than our invest- 
ments will return to us. 
COMMISSIONER LEMAN;: I think I can tell 
you what I am driving at. There are various types 
of investments. It depends on the yield you want, 
etcetera, and I suppose you could have had an 
investment policy that would give you additional 
flexibility or more security and would eliminate 


this situation where you say at such time it would 
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not be desirable or economically possible to 
liquidate them, 

MR. BEST: Yes, if we had near maturities. 
For a time there we were buying treasury bills at 
this time of the year. This was the case so that 
we would have the money available to meet the loan 
demand in June and July so there would be no question 
about the liquidity there and no question about 
getting one hundred cents on the dollar. When 
the treasury bills came due we got full value 
for them. We tried to maintain an investment 
portfolio which was fairly limited and on 
relatively near maturities. If you look over 
the investment portfolio you will see some 
things in there that I might term a little longer 
term, These were bought earlier and our policy 
is to stick with investments that are within 
the next ten years of maturity, preferably 
shorter than that if we can. 

COMMISSIONER BROWN: I would like to 
ask one other question along the same lines. 
Say you had a four and a half per cent short 
term bond and it cost you $100 and the market was 
such that the yield on maturity was five per cent. 
This means you are going to take a loss, it may 
well be. Is that the time, you might say, you 
attempt to get these debentures and are prepared 
to pay more than five per cent on a five year 


debenture or what should yourrate on debentures 


be? 
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MR. BEST: Our rate on debentures is 
five per cent for a five year debenture. 
COMMISSIONER BROWN: Would you rather 
borrow the money at five per cent than sell these 
other bonds which are only yielding five per cent? 
MR. BEST: Perhaps I can only answer 
that question by pointing out that we do not 
make it a policy to sell these debentures. We 
really make them available and in some instances 
there was one organization brought ina large 
amount at one time, $100,000 and quite honestly 
I would rather not see them buy it but we could 
not say to our members: "Here is a service" and 
when they are going to use it cut them off. 
COMMISSIONER BROWN: I was getting at 
how you decided what rate you should pay. Is 
it relative to what you can buy debentures at 
or what they can be sold at? 
MR. BEST: It is relative to what 
our members can obtain money for elsewhere. 
If they can get five and a half per cent we have 
money to loan out at six per cent. If our members 
are borrowing from us at six per cent and some 
other members are prepared to put money in at 
five and a half per cent we pay five and a half 
per cent because they can get five and a half per 
cent elsewhere, 
COMMISSIONER BROWN: You say you will 
sell your own investments at a five per cent 


yield basis? 
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MR. BEST: We would then sell the invest- 
ments. You are looking at the graph here where 
investments are very high. You have a few 
years, if you will note, where the investment in 
1959 was 12.5 per cent which probably was no more 
than required for liquidity. Now, we could not 
sell investments in order to make loans if it is 
going to take the investment: portfolio and cash 
down below the level of déposits. We would then 
have to refuse the loans or get money in from 
Some other method. So we do not always have a 
choice as simply as you might wish. It might 
be impossible to cash. 

ACTING CHAIRMAN: I gather that part 
of your strategy here is that the deposits which 
are being withdrawn because there are better 
rates of interest elsewhere you can recapture 
through debentures to a degree? 

MR. BEST: Yes, and to encourage new 
money to come in. 

COMMISSIONER GIBSON: Of course you 
would not do very well if you paid five anda 
half per cent and put it out at six per cent 
bearing in mind your liquidity requirement, 
etcetera. 

MR. BEST: This is why we do not encourage 
in any great way the sale of debentures. 

MR. BRIGGS: I think at the time they 
were issued it was pretty helpful in assisting 


the development of the Society. At the present 
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time We are probably not too concerned with it. 

MR. MITCHELL: If I might say a word 
I think another point that has been overlooked, 
the debenture programme was originally set up 
several years ago in order to provide some long 
term money. Before the programme was set up the 
Only money the society had other than its share 
Capital was deposit money which was withdrawable 
practically on demand.- some actually on demand 
and other practically on demand and there was a 
demand for long term bonds and this would be 
loaned mainly to co-operative associations which 
are members and it was felt that you could not 
use demand money in any great quantity for 
making long term loans. So the debenture pro- 
gramme was set up as a device to get the equi- 
valent of five year loans or Seocemtee whichever 
you want to call them, and it was then the only 
procedure the policy that only a percentage of 
this money could be used for making long term 
loans. At that time the only investment the 
society had was the investment required for the 
liquidity reserve which by law could not be used 
for loans. 

The situation is obscured by the fact 
that in the intervening years the loan demand has 
dropped off and deposits for the same reason have 
increased and now there is several millions of 
dollars on hand for which there is no demand in 


loans and that confuses the picture. 
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At the time the debentures set up was 
inaugurated you must remember that the liquidity 
reserve could not be used for loans and there was 
a demand for long term loans and this was the 
device to get five year money. 

COMMISSIONER GIBSON: Actually in your 
Statement the loans to co-ops, six to ten years, 
are just a little larger than the amount of the 
debentures you have outstanding? 

MR ayMITCHELL:," ThatwLs, alent asoucekn 
addition share capital is long term money too. 
There are people who would be willing to invest 
“4g a five year term debenture but would not be 
Willing to invest the same amount of money in 
share capital even though the rate of return 
was the same. So that in addition to the per- 
manent share capital this kind of permanent type 
of money could be used for long term loans and 
that was the reason for it. The rate of interest 
may be totally out of line with the rate of re- 
turn on the investment today. 

COMMISSIONER GIBSON: Your limit is 
six per cent maximum rate per member, is it? 


MR.-MITCHELL:».No, there.1s.no,limizt.. 


COMMISSIONER GIBSON: Would you loan the 
money for six to ten years under the circumstances. 
at six per cent now? 

MR. MITCHELL: I do not think there would 
be much loaned at six per cent now but that was 


probably -- I am not sure what is included in 
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that. 

MR. BEST: Which figure are you referring 
to, Mr. Gibson? 

COMMISSIONER GIBSON: Well, you have an 
item on here "loans to members" and you give them 
in three term groups. 

MR. BEST: Some of that would be over 
Six per cent. There is nothing there that says 
lopiselimited to six per cent. Some of it might 
be six per cent, most of it over six per cent, 
probably seven per cent, and some five and a 
half per cent. 

COMMISSIONER GIBSON: So that the 
five and a half per cent you paid for short term 
debentures is related really not to the six per 
cent return but a seven per cent return? 

MR. BEST: Yes, sir, to a higher return. 

COMMISSIONER LEMAN: Mr. Briggs, a 
few minutes ago you called our attention to your 
liquidity position through calling our attention 
to Exhibit 8. In relation to that, however, I 
note paragraph 24 of the brief where you make 
the point that of the large amount of accounts 
necessary in chartered banks the amount has been 
considerably higher than five per cent than the 
Supply of deposits. I gather this necessity for 
a large number of accounts is tied in with this 
chequing privilege? 

MR. BRIGGS: That is right; the primary 


chequing. 
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COMMISSIONER LEMAN: Would you regard this 
in relation to what might be higher liquidity or 
in relation to what would be the minimum required 
as a cost associated with the chequing system? 

MR. BRIGGS: Not entirely. The extra 
five per cent is there in some cases because of 
accommodations where they cannot be provided for; 
in other words, that is the extra bank accounts 
we must maintain outside of Toronto where we 
are pooling the current accounts for primary 
Chequing of the credit unions or co-operatives. 
Part of it, though, we think is unnecessary 
Where we are required to keep accounts with the 
elght chartered main offices in Toronto. We feel 
we could cut the total if we had one bank account 
im Toronto, 

COMMISSIONER LEMAN: But from another 
angle do you feel that this causes you to have 
more cash than you would have if you had com- 
plete freedom? 

MR. BRIGGS: Oh, yes, certainly. 

COMMISSIONER LEMAN: As regards the 
cost of the chequing system? 

MR. EEST: : That is correct. I drew 
that distinction that some of the accounts would 
not be necessary if we were not required to have 
an account with the head offices or main offices 


of each bank in Toronto. We could eliminate seven 


central bank accounts. 
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MR. BRIGGS: AS a service organization 
I think we feel that part of the banking require- 
ment is giving our members service, that is why 
we are organized so if it costs a little bit to 
give them service it is all right. 

MR. BEST: If we had money tied up in 
a bank account in, say, London, Ontario, operating 
a current account service for credit unions only 
to give that service ‘we are required of necessity 
to have some balance in that bank. You could say 
We consider that a cost. It is the cost of 
acquiring the current accounts of those organiza- 
tions at that point. 

COMMISSIONER GIBSON: I realize this is 
not your direct business but I wonder if you would 
care to make any comments on the growth of the 
credit union movement in Ontario. We had an 
interesting discussion with the League this 
morning about this matter and you must have 
Watched it with interest, with special interest. 

I wonder if you would care to give your slant 
on why the movement is growing so rapidly? 

MR. BEST: I do not think, Mr. Commissioner, 
I think I would not disagree with anything that 
was said then and I am not sure I can repeat it 
verbatim and therefore I will take you up on your 
first remark that it does not come particularly 
within our field. 

COMMISSIONER GIBSON: I did not expect 


you to disagree. I thought you might have some 
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further thoughts. 

MR. BEST: When I do not disagree I think 
it would be just repetitious but I think it out- 
lines what we think of the case for growth. 

COMMISSIONER GIBSON: Well, let me 
pursue the subject this way. You put more 
emphasis than most of the other people from the 
credit union movement have on competitive rates 
of interest and this sort of thing, There has 
been some emphasis from others on the purpose, 
bond, etcetera perhaps and less emphasis on the 
competitive factor of interest rates, etcetera. 

I just wondered if you had any thoughts on 
Whether one of the main reasons for the growth 
in the credit union movement is the fact that 
people can get money at reasonable rates, 
etcetera, compared with other sources of money? 

MR. BEST: I think that is one of the 
factors we mention in the brief. The reason we 
do not pretend to express any views on.this is 
the fact that we are, you.might say, a commercial 
organization and we have been involved entirely 
with pooling the resources of the co-ops and 
eredit unions and keeping these resources at work 
in the movement and leaving to the League the 
promotional and organizational and educational 
work involved in this other part of the field. 

MR. BRIGGS: I think, Mr. Gibson, that 
the growth is because of the outline of the credit 


union and its purposes. I think that the outline 
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of the people of the credit unions, the fact that 
they can borrow money a little more advantageously 
than from other sources is one factor. I think 
the growth of the league itself and its operations 
which has field men going out into practically 
every area in Ontario and educating people, is 
another contribution. There are three basic 
reasons. 

MR. MITCHELL: I would like to add one 
or two comments that may help the Commission. 
Again I preface them by the fact that we have no 
status to speak for credit unions put I think 
there is one point that has been overlooked. 

First of all, since the post-war years there 

has been a tremendous growth in all types. os 
consumer finance organizations including credit 
unions. I am not competent enough in my own 
mind to know what the reasons are put this 
probably has something to do with pressure sales 
of consumer goods and selling on credit seems to 
be the order of the day. 

Into that picture 1f you blend credit 
unions which did not really get going until the 
post war years a very small increase in credit 
union activities will be reflected as a large per- 
centage. If you have only got one credit union 
and you get one more 4t is a one hundred per cent~ 
increase or if you have $100 and you get another 
$100 it is a one hundred per cent increase so 


that percentagewise the credit unions have grown 
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because they started from a small beginning. 

I think also the competitive rates - 
most credit union people realized they can get 
loans, if they want a loan, from the credit union 
cheaper than most other sources. I think also 
there is a feeling that they are dealing with 
their own organization and if there are profits 
they will be returned to them in some form 
whereas if they go to a finance company that 
may not be true. 

I am not minimizing the other reasons 
given by the credit union league and other 
speakers but I think these are some of those 
reasons that have been probably overlooked in 
answering the questions. 

COMMISSIONER GIBSON: Thank you, Mr. 


Mitchell. 
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COMMISSIONER LEMAN: When we ask that 
question no:onevever mentioned income taxes? Is 
there a factor there? 

MR. MITCHELL: I don't think it isa 
factor that has to do with the growth of the credit 
union -- I don't know, Credit unions are, of 
course, exempt from income tax if they comply 
with certain requirements, which most of them 
comply with. 

COMMISSIONER LEMAN:; You don't think 
that is a feature? 

MR. MITCHELL: It woyld have an effect 
on the profits they were able to distribute, 

COMMISSIONER BROWN; And the costs, 
in effect, too, 

MR. BRIGGS; I don't think the average 
credit union member thinks of any benefit through 
{ncome tax by belonging to a credit union, 

ACTING CHAIRMAN; Is there any evidence 
as to whether the credit union expansion has been 
relatively greater than the consumer finance 
expansion in total? 

MR. MITCHELL: J don't know, Dr, 
Mackintosh. 

ACTING CHAIRMAN: I think this is really 
the test. You have entered into a field which 
itself has a very great expansion, 

MR. MITCHELL: Yes. I have seen figures 
that show the percentage increase’ in deposits in 


credit unions as compared with the percentage 
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increase in deposits in banks and trust companies 
and other institutions, and in some cases 
percentage-wise it may be higher, but in total it 
is considerably less. 

COMMISSIONER GIBSON: There is no 
comparison in the percentages in the last seven 
or eight years: The credit unions have grown much 
more rapidly than any other type of financial 
institution, I think.. 

MR. MITCHELL: They start on a very small 
base, Of course. 

ACTING CHAIRMAN: Are there any other 
questions? Then, we thank you for your submission, 
Mr. Briggs. The Commission will later hear from 
the Canadian Co-Operative Credit sosnety whom 
you seem to have designated as the theorists of 
this. 

MR. BEST: They had better be. 

ACTING CHAIRMAN: We will make sure we 
give careful consideration to your views, and 
we thank you for helping us this morning. 


MR. BEST: Thank you, Mr. Chairman; it 


has been a pleasure. 
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SUBMISSION OF MELVIN A. ROWAT 


ACTING CHAIRMAN: Mr. Rowat, will you 
proceed? 

MR, ROWAT: Thank you, Mr, Chairman. 

I have two points I would like to draw to the 
attention of the Commission first in regard to 
typographical errors.. 

. The first one is on page three of my 
aes the last word in the fifth line. This 
word is migspelt and it should be "regulate", 

The seond one is on page 5 of my brief 
and it is the second last line in paragraph 26; 

The word should "form" instead of "from", 

, Mr, Chairman and members, it gives me 
a great deal of pleasure to be able to read to 
you the summary of a brief which I have submitted 
to this Commission. 
--- Mr, Rowat peads summary. 

ACTING CHAIRMAN: Are there any questions 
the members of the Commission wish to ask Mr, Rowat? 
We have all had your brief in advance, Mr. Rowat, 
and have read the full brief. 

COMMISSIONER LEMAN: I ani little puzzled 

a 
by the expression used Pa les RA sale’ production" 
of our country. What is your measurement system - 
which you would use for this? 

MR. ROWAT: The answer to that, Mr. Leman, 


I would say is this, that if a farmer produces 
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cattle beef which he wished to consume himself, it 
would be desirable for his consumption, but it would 
not be for sale. There should be no money issued 
against that; but, on the other hand, if some 
farmer produces cattle beef that is for sale, and 
therefore it was saleable because the people wished 
to consume it, then I say that would be desirable and 
for-sale production, and there should be money made 
available through the Bank of Canada so the people 
can enjoy the fruits of their own labour. 

COMMISSIONER LEMAN: You have explained 
what the concept is in general terms, but I would 
ask you what would be the mechanics of measurement? 
How would you go about measuring the desirable 
for sale production? 

MR. ROWAT: Theimechanics, I would 
suggest, would be to use the inventory of unsold 
production presently filling the stores and warehouses 
which have caused the factories to close down. 

It is my contention when the amount of money in 
circulation is balanced with the desirable @nq@ for 
sale production of our country it would allow 
Canadians to enjoy the fruits of their own labours, 
and empty their stores and warehouses, thereby 
creating a demand for more production, thus solving 
the une:nployment problem. 

COMMISSIONER LEMAN: Do I understand 
when the demand for those goods is high, and therefore 
the total supply is low, and contrast that with the 


other situation when demand is very low and total 
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supply is high, that the money supply would be 
in inverse propostion to the two of them? 

MR. ROWAT: I would suggest the money 
supply should always be directly related to the 
desirable and for sale production of our economy, 
and I would suggest alsowhen this becomes a 
reality the only thing that will determine our 
standard of living will be our ability to produce 
goods and services. We would never have another 
depression like the one in the 30's, which I 
remember vividly as a boy. It would eliminate this. 

ACTING CHAIRMAN: Your money supply, 
however, is a stop; your production is a flow. 

MR... MOWAT? That? 1S? ra ote, 

ACTING CHAIRMAN: Is your stop equal 
to a week's flow, or a year, or five years? 

MR. ROWAT: You must understand, that the 
proposals put forth in this brief are’ brief. 2 
didn't go into all the mechanics of it, but I would 
suggest whenever you have the competitive free 
enterprise system -- and I don't believe there are 
many Canadians who don't want a free enterprise 
system -- when you have ways and means of consuming 
the production, then you have corrected the problem. 
They talk in this country of the problem being 
Over-production. I suggest to you, gentlemen, 
it is under-consumption, and you go down and take 
a look at the lineup in front of the Scott Mission 
and some of the other places in Toronto, and I 


assure you the problem is under-cOnsumption and not 
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1 Over~production. I suggest the only thing these 
2 people need to satisfy bawis desires is purchasing 
3 power, and the purchasing power of our country 
4 Should come into being by being created by the Bank 
5 of Canada in direct proportion to the country's 
6 needs, whereas the chartered banks are able to 
7 create money. As Mr. Trimble puts it, they create’ 
8 it out of thin air ana charge us interest on it, 
9 which verifies the cacG: applying the Bank Act, 
10 that the chartered banks can make a gross income 


11 of $60 million a year. 


12 COMMISSION GIBSON: Do you seriously 

13 make that statement? 

14 MR. ROWAT: I am very serious in making 
15 that statement. 

16 COMMISSIONER GIBSON: You put a lot 

17 of emphasis on facts, and I would suggest you get 
18 Out Schedule @ which is put out by the Department 
19 of Finance of the Government of Canada, which gives 
20 the gross operating income and the annual expenses 
21 of all the chartered banks, and you can then see how 
22 accurate your statement is. 

23 MR. ROWAT: This statement is still 

24 correct, may I suggest. 

25 COMMISSIONER GIBSON: I am just asking 


26 you to look at those figures; that is all. 


27 MR. ROWAT: I am prepared to prove this 
28 | Statement as being correct, as being verified by 

| 
29 the research department of the Bank of Canada, in 
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Question was raised of two individuals going into 
a chartered bank, one wanting to borrow $1,150, 
and the bank manager, or the one in charge of the 
Situation, said, "We cannot loan you any money. 


We are loaned to saturation", 
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Upon the deposit of $100, it inereasead 
heir cash reserve by $100, enabling them now to 
run $1,150 of bank credit, which appears as a 
deposit in the borrowerts account, 

COMMISSIONER GIBSON: That was in your 
brief. I was Just asking you to look at the other 
facts relevant to that Situation. 

COMMISSIONER LEMAN: There is something 
I do not quite follow here. You say that it costs 
the bank nothing to create this huge stack of money 
and credit. Therefore why would they be reluctant 
to create millions and millions of Lt? 

MR. ROWAT: Why woulda they at which level? 

COMMISSIONER LEMAN: You say it costs 
nothing and they thrive on it; the more they create 
the more they thrive and it costs them nothing to 
do it and yet you imply that they would be reluctant 
to create mountains and mountains of it. 

MR. ROWAT: You must understand, I 
think, if you go back to your Bank Act You with find 
that their cash reserves must be in the form of 
deposits in notes of the Bank of Canada. Therefore 
if the Bank of Canada does not increase the Over-all 
Supply, neither can the chartered banks increase 
theirs. They cannot increase the credit on bank 
deposits but they can increase them on deposits of 
the Bank of Canada in their possession. 

ACTING CHAIRMAN: Are there any further 
Questions? Then, thank you, Mr. Rowat, and the 


Commission will give consideration to your brief, 
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Terente, Ontario 
as it has already. 
MR. ROWAT: I thank you very much for 
giving me this hearing. 
ACTING CHAIRMAN: I think we will take 
time this morning to hear the brief of the British- 
Israel World Federation which will be the last one. 


we will hear this morning. 


' 
j 
; 


: | 7) - : ; i : 
69 Honan eae pelea? ro iad ae 
p rine peers 2 
y gimd Lltw ow sided = suas SurroA Pe a “3 we 


1 yas »- A 


neers ect Ve wired ents amet or srtaton sisal tt ia) 


amo Faal. ‘aed oe: thw aoraw doptatenet brioW: cn | 
anita any ) aed ld a 


alt 


c : - Piet - i 
Dye is | ‘ ehaieh | ds t 
Te ee A Lge bare AT > an 7 


Nethercut & Young - 1169 - 


Toronto : Ontario 


SUBMISSION OF BRITISH-ISRAEL-WORLD 
FEDERATION (CANADA ) INCORPORATED 


APPEARANCES 


R.E. Wemp - Dominion Commissioner 


MR. WEMP: I think all you gentlemen 
have a copy of our brief. I was going to start 
reading it on the first page where it says:"Summary". 
I would like to make a very brief preamble to the 
thoughts that we are trying to express in this 
brief. 

The Anglo-Celtic-Saxon peoples of the 
world have built up the finest civilization tnis 
world has ever known. It has been built on what 
we call the common law. 

Now, our common law, every bit of it 
is based upon what we call the divine law. The 
lawyer may call it the Mosaic Code. I prefer to 
use the term "divine law" for the law so given 
to us by the Creator of the universe. 

In every instance where our civilization 
has shown progress and good results, those results 
are directly related to our conformity to the laws 
of this divine system, and everything that we have 


evil in our civilization is also directly related 


to our non-conformity to those laws. 


In other words, there is a law in 


operation which seems to indicate that partial 
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Terente, Ontario 
Obedience to rules and regulations bring partial 
blessings. If we were to administer these laws 
in full instead of partially, then we could have, 
I believe, everything for which the human heart 
longs. 
--- Mr. Wemp read the summary to his brief, 

There are five main financial laws 
in the Divine économic system which we are commanded 
to obey, everyone of which is recognized in principle 
by our governments that have all been corrupted 
in their application thus imposing a burden of 
debt i upon governments and people Senerally recognized 
as being impossible of payment. These laws are 
quoted in full in the main body of this brief in 
the paragraphs enumerated and are enlarged upon 
with supplementary laws in the six booklets outlining 
the entire Divine economic gystem. We will not go 
into them now because we are just reading the 
Summary, but for those who want further information 
we give the page and paragraph, and in those six 
small booklets that each member of the Commission 
received, you have a very brief digest of the entire 
Divine economic system. 

The five main financial laws are: 

(1) to create a standard measure of 
value. I do not think any nation on earth has yet 
done that. 

(2) to abolish the interest system. 


There is nothing that is more condemned by Almighty 


God than the interest system. 
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(3) To cancel all debts -- that is, 
all ordinary debts e- every seventh year. 

Everyone would have g~ clean slate to start with, 
That does not refep, I believe, tg the purchase of 
a hame where the payments can be spread over a 
great many years, 

(4) Ja peaognize the jncome tax as 
the only legal tax, There should be no other taxes, 

(5) Ta lend freely without interest 
for all legitimate purposes, We have an invarjable 
standard of weights and measures, but the same 
law demands a standard measure of vaiueunnian wea 
ignore. 

ACTING CHAIRMAN; Thank you, Mr. Wemp, 
Do any of the members of the Commission wish to 
ask any eee iaone of Mr. Wamp? If not, then that 
concludes our hearing, Mr, Wemp. 

MR, WEMP; J would just like to say_ 
that our main purpose was to bring these laws to 
your attention, in the hopes that you might make 
such a recommendation to the Dominion Government 
to set up a Royal Commisson to investigate the 
whole system; then if it is found practical, all 
right, let us do something about it. 

ACTING CHAIRMAN, Thank you. 

MR. WEMPt Thank you, sir. 

ACTING CHAIRMAN: The Commission will now 
adjourn its hearing and we will resume tomorrow at 


9.15 A.M. I think the first submission is Gairdner 


and Company. 
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SUMMARY OF BRIEF 


Presented By The 


3 
ONTARIO GCREDITs UNIGN oLE AGU oh Mi TED 
4 To The 
5 ROYAL COMMISSION ON BANKING AND FINANCE 
6 


This brief encompasses the origin, philosophy, growth and development, operation, 
services and objectives of Ontario Credit Unions and associations thereof, together 


with controlling legislation and the place of credit unions in the economy of the 


9 province. 


From small beginnings in 1913, credit unions in Ontario had by 1949 increased to 
436 with total assets in excess of $21,000,000, and by 1960 to over 1400 with 


12} assets of over $234,000,000. 


More than half of the 1350 League member credit unions are of the industrial type, 
most of which are located in the central southern part of the province, where the 


15 heaviest concentration of credit unions is to be found, 


A credit union in Ontario is an association of people having a common bond, 
17 incorporated under provincial charter, for the main purpose of encouraging 
18 || savings and providing low-cost loans, owned and operated solely by the members 


19 for the benefit only of the members. 


20 A credit union is operated by a Board of Directors, which is responsible for the 


91|| overall administration, a Secretary and Treasurer, a Credit Committee which 


approves loans and a Supervisory Committee which examines and audits the records 


and books. The Board and Committees are elected by the membership, 


League member credit unions are associated in 27 local areas as Chapters, the 
functions of which, in co-ordination with the League, are to promote, educate 


and protect their credit unions and the movement generally, 


In 1942 the Ontario Credit Union League Limited was incorporated under provincial 


charter, being a voluntary association of provincial credit unions and acting as th 
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co-ordinating body for them and for the Chapters. Its functions include organ- 
ization, education, publicity, and examination of credit unions (co-operating wit 
the Department of Insurance, Credit Unions Branch in this latter field), The 
League also works closely with the Provincial Government in connection with 


changes in credit union legislation, 


In addition to the Administration Department of the League which is financed by 
dues of $1,00 per year paid by members of member credit unions, the League 
Central Department exists to receive surplus funds from member credit unions 


by way of shares and deposits, and to loan moneys to credit unions needing extra 


funds, 


The League is a member of the Credit Union National Association (CUNA), and 


pays to CUNA nine cents of every dollar of the above-mentioned dues, 


Ontario credit unions are controlled by provincial legislation in the form of the 
Credit Unions Act and the Corporations Act, and are open to government 
inspection, whilst those credit unions in membership with the League are open 
also to examination by the League, The employment of external auditors is not 
statutory, though many credit unions do employ them, whilst the inspections and 
examinations referred to above are comprehensive enough to provide efficient 


province-wide supervisory control of credit unions, , 


The bulk of credit unions' assets are represented by, loans to members. Surplu 
funds are deposited mainly with the League Central and to a lesser degree with 
the Ontario Co-operative Credit Society, or invested in these two bodies or in 
government bonds and other securities. In addition, credit unions maintain a 


reasonable liquidity, and have borrowing powers up to 50% of their capital, 


deposits and surplus. The bulk of their borrowing is from the League Central, 


with the Co-operative Credit Society and Chartered Banks providing most of the 


balance, League Central has ample funds to meet credit union requirements, and 


also has power to borrow when required, No liquidity reserve ratios are requined 


by law, and this league is of the opinion that no legal requirement is necessary, 
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The bulk of credit union liabilities are represented by members! shares and 
deposits, both of which are readily withdrawable, Shares, generally of $5.00 
each, are eligible for dividend approved by the membership upon recommendation 
of the Board of Directors, whilst deposits are either term or of the personal 
chequing (negotiable order) type. This latter service is currently provided by 
about 6% of Ontario Credit Unions either through local banks or the Ontario Co- 
operative Credit Society, and it is believed that provincial legislation to regulate 


this type of service is pending, 


There are no arrangements in Ontario for the insurance of deposit and share 
liabilities of credit unions, and this League is of the opinion that such insurance 
is not necessary because of the existence of other means by which the members' 
equity is protected, In 1961, with membership approval, the League established 
a Stabilization Fund, for the purpose of assisting participating credit unions in 
financial difficulty or in liquidation, The Stabilization Fund, together with such 
controls and supervision as are outlined in the Brief, give to the members, in our 


opinion, adequate protection against loss. 


This league feels that its member credit unions are ina favourable position in 
relation to other financial institutions to receive the savings dollars of credit 


union members, because such members are associated in a common bond and 


’ own their credit unions, because dividend rates are comparable, and because of 


the insurance on their savings. Likewise the credit unions are in a favourable 
position regarding lending, because members borrow from their own organization 


and at a reasonable interest rate (generally subject to rebate), and again because 


of the insurance protection they enjoy. 


The League feels that Ontario credit Unions have an increasingly important place 
in the economy of the province and in the well-being of its people, more than 
half-a-million of whom are credit union members. Among the accomplishments 
of these credit unions we mention the following: 


1, Successful encouragemeat of thrift. 


2. Making available low-cost loans to many people not otherwise eligible for 
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3 such loans, 

4 3, The training of thousands of voluntary workers who give time and talents 
5 in the service of their fellow-men, 

6 4, Family financial counselling, 


5. Improvement of relations between labour and management by industrial 


credit unions, 


6. Improvement of local economic conditions through strong community 


9 credit unions, 


To conclude, this League is of the opinion that current Provincial legislation for 


credit unions is adequate, and well administered by the Ontario Department of 


12 Insurance, 


eo as 


. ble Hy 
i . . f si eupers ‘\aibus pabpeal bea nal 


7 snsol dove 
, a dbase ie fo hin 


edmphsd be bers soit vig onw eroATow yreinusov to bnesuod to grinist) oAT - 
‘ie heal) ew ace pie 20)" 


he] 


i .sere-woltad shedd to soivisa orld ai ri 
te to Oa nett wd 7, 


eae meats: Igtonsat viimeH ,} 
6iiny sap eripens 


Isitjevbet yd Ineoegsaso bas tuods! nsowted pralimhes to sanneaweoace ; g we 
AO) Ke oY 


4 arian od tibeto 


La 


Winunimoo gootta dguoxd? enoiibnoa sintomos9 Haniel totnemovorqm! .d 


“ay SOV? @48 
| »anoinu jibes 
» at ol't | 
ol stotisieigel Istomivor’ insti ted? nolalqo erli to at eugand dain J ouenegae oT i 
tone T sit hilamat | 


be 


. to tmomixsged oitsinO arit yd boreisininnbs iow boas sodaupebs ai enoins tibesa | ‘cee 
: y “ff 
] 
:  SOSTUS 


¥) 
i) 


Nethercut & Young 
Terento, Ontaric : A699 


5| TO: THE HONOURABLE CHIEF JUSTICE DANA HARRIS PORTER, CHAIRMAN: 


6 AND MEMBERS OF THE ROYAL COMMISSION ON BANKING AND FINANCE 


7 Gentlemen; 


8 

In compliance with the request made by your Royal Comm - 
9 

ission, the Ontario Credit Union League Limited 5s pleased 
10 


11 to submit herewith its Brief. It is gratifying to note that 


12) the Commission has recognized the importance of the Credit 


13 

Union Movement in the economy of Canada. The Ontario 
14 

Credit Union League-is very happy to yolunteer,the informa - 
15 


16 ||tion contained in the Brief and its appendices and is most 


willing to assist the Commission in any way Lt cia nh 


19 || The Ontario Credit Union League in the preparation and 
20 submission, of this Brief has attempted to comply with all 


the guides and directives suggested by the Commission. 
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1 
I. STRUCTURE, ORGANIZATION AND MANAGEMENT 
2 
An Outline of the History and 
Present Status of the Credit 
3 Union Movement in Ontario 
acy eee hE Ns Ae Aree eee 
5 
NUMBER, MEMBERSHIP & GEOGRAPHICAL DISTRIBUTION 
6\iP 1 Credit Unions were first introduced into Canada at Levis, Quebec, by 
7 Alphonse Desjardins,. a Quebec Legislative reporter, in the year 
8 1900. There was no enabling legislation for credit unions until the 
year 1906, when through the efforts of Desjardins, the Co-Operative 
9 
Syndicates Law was passed. By 1908 there were 18 credit unions or 
10 . : A 
Caisses Populaires in Quebec, with an additional six in the process of 
11 formation. 
12 
fe Credit is given Desjardins for organizing the first credit union in the 
13 United States, that of the Parish of Ste. Marie, Manchester, N.H. in 
14 the year 1909. Desjardins also assisted in securing the first credit 
15 union law in the United States, in the same year, 1909, in the state 
of Massachusetts. 
16 
17 ' 3 It is not generally known that Desjardins, equally fluent in English as 
18 well as his native tongue,organized credit unions in Ontario, In 1913 
19 there were some twenty credit unions in operation in Ontario, of 
which Desjardins was credited with organizing 12. It is on record 
20 
l that he spoke in October 1913 in the City of Toronto, urging the for- 
a1 mation of more credit unions or Caisses Populaires (Peoples' Banks). 
22 || 
4 In the year 1949 we find there were some 423 active credit unions in 
23 
Ontario, most of which were League Members and having a member- 
ship of 118,660. They had share and deposit savings of $19, 385, 265, 
outstanding loans of $16, 197,503, and combined assets of $21, 377, 370. 


These credit unions were distributed over the province as follows; 


104 in Toronto - 44 in Hamilton - 35 in Windsor - 26 in the 
Cochrane District, 19 in the Thunder Bay District, 19 in 
Ottawa, and 15 in Simcoe County, and the balance of 161 


located in various other communities across the province. 
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l. STRUCTURE, ORGANIZATION AND MANAGEMENT 


By common bond of association they were made up as follows: 


Parish - urban 77 Occupational - Industrial 92 
Parish - rural 42 - Public 
Service 40 
Racial 28 - Utility 
Employees aT 
Co-Ops - urban 16 Miscellaneous 24 
Co-Ops - rural is 


Community - urban 26 

Community - rural 26 
By the end of 1960, a decade later, we find there were 1, 350 credit 
unions, members of the Ontario Credit Union League, with a mem- 
bership of 413,908 adults (over the age of 18 years) and 50,000 non- 
dues -paying members under the age of 18 years. The Ontario Depart- 
ment of Insurance, Inspection of Credit Unions Branch, estimate that 
in addition there are some 77 Caisses Populaires, not members of 
the Ontario Credit Union League, with a membership of 48,600. To 
these must be added some 67 credit unions who are not members of 


the Ontario Credit Union League. 


The Department of Insurance (Credit Unions Branch) statistics indi- 
cate that 1, 374 active credit unions and Caisses Populaires in 
Ontario had, at the end of 1960, assets totalling $234, 368, 369, share 
and deposit savings of $202, 847, 813, and loans outstanding totalling 


$194, 466.631. 


The following is a table showing the geographical distribution of 


credit unions by chapter area, and by type of credit union as at the 


end of 1960: 
NO, OF 
CHAPTER LOCATION EYRE CREDIT UNIONS 
Hamilton City of Hamilton Industrial 89 
and immediate Community 5 Total 
area Religious 16 135 
Government 10 
Association 15 
Toronto City of Toronto Industrial 187 


and immediate area Community 5 Total 
Religious 67 336 
Government 27 
Association 52 
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I STRUCTURE, ORGANIZATION AND MANAGEMENT 


CHAPTER 


Windsor 


Lakehead 


London 


Lambton 


Greater 


Niagara 


Woodstock 


Ottawa 


Peter- 


borough 


Linwell 


Kenora 


LOCATION 


City of Windsor 
and immediate area 


Cities of Pt. Arthur 
and Ft. William and 
area at head of 
Lake Superior 


City of London 
and immediate area 


City of Sarnia 
and immediate area 


Gity of Niagara 
Falls and Niagara 
Frontier area 


City of Woodstock 
and immediate area 


Gity of Ottawa 
and immediate area 


City of Peter- 
borough and 
immediate area 


City of St. Cathar - 
ines and Lincoln 


and Welland Counties 


Town of Kenora and 
immediate area 


TYPE 


Industrial 
Community 
Religious 
Government 
Association 


Industrial 
Community 
Religious 
Association 
Government 


Industrial 
Community 
Religious 
Government 
Association 


Industrial 
Community 
Religious 
Government 
Association 


Industrial 
Community 
Religious 
Government 
Association 


Industrial 
Community 
Religious 
Government 
Association 


Industrial 
Community 
Religious 
Government 
Association 


Industrial 
Community 
Religious 
Government 
Association 


Industrial 
Community 
Religious 
Government 
Association 


Industrial 
Community 
Religious 
Government 


NO, OF 
CREDIT UNIONS 


—- ee NY O&O O 


Total 
100 


Total 
33 


Total 
80 


Total 
26 


Total 
60 


Total 
Si 


Total 
58 


Total 
24 


Total 
29 


Total 
17 
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1 I. STRUCTURE, ORGANIZATION AND MANAGEMENT 


2 NO, OF 
CHAPTER LOCA TION RYRE CREDIT UNIONS 
3 
Huron Clinton, Goderich Industrial 0 
4 Seaforth and immed- Community S Total 
iate area Religious 1 6 
Government 0 
5 Association 0 
6 Quinte Trenton, Belleville Industrial 19 
Kingston and Community 4 Total 
immediate area Religious 2 34 
Government 7 
Association 2 
Oshawa City of Oshawa Industrial 5 
and immediate area Community 5 Total 
Religious a 18 
Government 1 
Association 5 
Brockville City of Brockville Industrial i 
and immediate area Community Zi Total 
Government 1 yt 
Association ] 
North Bay City of North Bay Industrial 3 
and immediate area Community 2 Total 
Religious 5 10 
Government 2 
Grand Total Credit Unions 1, 350 
Grand Totals by classification: 
Industrial Type credit unions eel 
Community Type credit unions 162 
Religious Type credit unions 209 
Government civic, provincial and 
federal 130 
Association Type credit unions 138 
1, 350 


From the aforementioned figures it will be seen that the preponderance 
of credit unions are of the industrial type, there being more of this type 
in Ontario than all other types combined. This may be explained in two 
ways. Firstly, credit unions are composed of groups of people witha 
bond in common, such as employees of a particular firm or business, 
members of a particular church, fraternal organization, labour unig 
or ethnic group. Credit unions may also be formed on the basis of 
residence ina particular community or area, Ontario being highly in- 


dustrialized, employment forms by far the most common bond for 


credit union membe rship. 
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Ty STRUCTURE, ORGANIZATION AND MANAGEMENT 
Secondly, in Ontario, it is required that there be a minimum potential 
of at least 100 members for the formation of a new credit union, and 


common employment is generally the source for this potential. 


One of the greatest incentives for saving in the credit union is the 
privilege of payroll deduction for credit union purposes, which has 
been granted by many industries to the credit union operating in their 
plant or business. It provides a painless way for the member to save 
by adding regular and specified sums to his credit union share account. 
In addition, it makes for regular repayments to the credit union of the 


money that the member has borrowed from his credit union, 


It will also be seen from these figures that the concentration of credit 
unions in Ontario is in the central southern portion of the province, 
where there is the greatest concentration of industry and consequently 
of population, with 15 of the 27 chapters in the League being located 


in this area. 


ORGANIZATION AND NATURE OF OPERATIONS 

The nature of operations of credit unions could be described, in the 
greater majority of credit unions, as do-it-yourself financing. The 
credit union is wholly owned by its members who elect from amongst 
themselves the individuals who will carry on, ona voluntary basis, 


the operation of the credit union. The members elect a Board of 


Directors which has the over-all responsibility of operating the 
credit union, a credit committee which is responsible forthe grant- 
ing of loans to the members, anda supervisory committee (audit 
committee) which regularly checks the books of the credit union to 
see that they are in balance, and that all transactions of the credit 


union are within its By-laws (Appendix 02) and the provisions of. the 


Credit Unions Act. (Appendix 01) 


The credit union is formed in the first instance because a group of 


individuals, having a common bond of association, such as place of 
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2 i. STRUCTURE, ORGANIZATION AND MANAGEMENT 
3 

employment, church membership, members of a union or fraternal 

4 Organization, members of an ethnic group, or residents of a particu- 
5 lar community, petition the Provincial Secretary to grant them a char - 
6 ter to operate a credit union among themselves. In most cases these 
7 individuals will contact the Ontario Credit Union League as to the 


possibilities of securing a charter for a credit union to service their 
group. The League, through its educational and organization depart- 


‘ment, and in co-operation with the local chapter of credit unions for 


10 the area in which the group is situated, then makes a survey of the 
11 group. This survey is to assure that there is a sufficient potential 
12 membership to ensure a properly functioning credit union, that the 
13 majority of those concerned desire to have a credit union, and that 

there will be among them individuals capable of performing the duties 
14 ; see : 

of the various offices in the credit union. When it is established that 
15 these conditions can ‘be met, meetings of the group are held to ac- 
16 quaint them with the history, functions, responsibilities, legal re- 
17 quirements, etc. of credit unions. They are given printed material 
18 to read and study, and are encouraged to present any questions or 

problems they might have regarding a credit union (Appendix 014). 
19 

If it is found at this series of three or four meetings, that there is 
20 os QA 

a real desire and a need for a credit union, and that there will be 
21 capable people available to operate the credit union, the necessary 
22 documents required by both the Provincial Secretary and the Credit 
23 Unions Branch of the Department of Insurance for Ontario are then 

prepared ana signed by the group, These include a memorandum 
24 

or petition for the incorporation of a credit union, (which must be 
25 ne ; 

signed by at least twenty of the petitioners, as required by Section 
26 5 of the Credit Unions Act), a four page questionnaire detailing all 
27 particulars of the group, names, addresses, and qualifications of 
28 the prospective officers of the credit union, letters of intent from 

the prospective officers, details as to the meetings the group have 
29 


held and the materials used and discussed regarding credit unions 
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I. STRUCTURE, ORGANIZATION AND MANAGEMENT 


and two copies of the proposed By-laws oF the credit union. Where re- 
quired, signatures are sworn to and all documents are then forwarded 
to the Provincial Secretary for processing. All information is turned 
over to the Department of Insurance by the Provincial Secretary's 
Department for the recommendation of the Credit Union's Branch of 
the Department of Insurance as to whether or not a charter should be 
granted. A thorough check is made by the Department of the Super- 
visor of Credit Unions on all the information supplied, and this de- 
partment, on the basis of its investigation, then recommends to the 
Provincial Secretary as to whether or not the charter should be gran- 
ted. Ifa charter is granted, it is sent to the League office, and 
arrangements are then made for a charter meeting, at which officers 
are formally elected. The League fieldman then confers with the 
officers and completes the application for proper bonding of all offi- 
cers or employees handling monies, prepares and orders a list of 
materials and supplies required for the credit union to operate. The 
credit union is presented with various manuals of instruction, pro- 


duced by the League, such as Treasurer's Handbook, Supervisory 


Committee Reference Handbook, A Condensed Guide to Credit Union 
Operations, Planning for Credit Union Growth, and a copy of the 
Credit Unions Act. (Appendices 03 to 06 and01l) They are also 
given a membership application to join their local Chapter of Credit 
Unions, the latter being obligated for at least a six month period to 


help the credit union along. 


The credit union is now a legal entity -- it has its certificate of in- 
corporation, and has elected officers to carry on the business of 
the credit union. The Board of Directors, consisting of not less. 
than five directors elected by the membership, (Credit Unions Act 
Section 30 (1)), sets policy, and approves plans and budgets, The 
Credit Unions Act, Section 30(2) states, ''The Board of Directors 


shall perform such duties as are prescribed by this Act, the 
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2 I. STRUCTURE, ORGANIZATION AND MANAGEMENT 
3 regulations, and the by-laws of the credit union''. In summary, these 
4 are the responsibilities of the directors: 
5 (1) They make policy decisions regarding shares, loans, 
6 dividend, salaries, etc: 
¥ (2) They approve membership applications and member - 


ship resignations; 


( 3) They approve all expenditures: 
9 
(4) They authorize necessary bond coverage, investments, 
10 ae 
and depositories for funds: 

11 (5) They fill vacancies on the board between annual 
12 meetings and elections. (By-laws, Article V11, 4) 
13 Prise The Treasurer is responsible for the general management, including 
14 keeping of proper financial records, and conducting all financial busi- 
15 ness of the credit union. (By-laws, Article V111, 5). 
16 Pale The Secretary's duties are to have custody of the books of record of 
¥) the credit union, including the charter, the seal, minutes, bonding 
18 documents, etc., to keep a correct record of all meetings of mem- 

bers of the credit union and of the Board of Directors, and to give 
19 

notice of all meetings of members in the prescribed manner, and 
20 ! ; 

such other duties as the Board of Directors may designate (By-laws 
21 Vilt,.4). 
22 

P 16 The Credit Committee consists of at least three members elected 

23 


by the membership, (Credit Unions Act, Section 31 (1) ). It is the 
duty of the Credit Committee to act on each application for a loan 
made by a member of the credit union, and to make sure that the 
credit service of the credit union is made readily available to all 
of its members. If security is required for certain loans, the 
Credit Committee suggests to the member the type required and 


helps him where possible find it; it helps the member obtain 
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1 
2 I.STRUCTURE, ORGANIZATION AND MANAGEMENT 
3 needed loans; it helps him save money by advising, counselling and 
4 aiding him in arranging his budget. 
5 P17 ''Sub-sections 8 and 9 of Section 31 of the Credit Unions Act provides 
6 that a credit union may by by-law provide that the Board of Directors 
7 shall appoint one or more employees to perform all or such part of 
8 the duties of the credit committee as are specified in the by-law. If 


the by-law provides that the person or persons so appointed shall per- 


form all the duties of the credit committee, it shall provide that, as 


10 long as the by-law remains in force, it shall not be necessary to elect 
11 a credit committee as required by subsection 1, or that, as long as 
12 the by-law remains in force, the credit committee shall have only the 
13 powers of an advisory committee’. 
14 18 The Supervisory Committee consists of three members elected by 
15 the membership. (Credit Unions Act -*section 32 (1)). Their first 
16 obligation is to the member, ‘since they act in the interests of the 

members and not of the Board of Directors, as such: It is the duty 
17 

of the Supervisory Committee to: 
18 (1) Examine and audit the books and affairs of the 
19 Credit Union as set forth in the Act (Section 31,7) 
20 In most cases this is done monthly (By-laws, 
1 Article X.4). 

(2) Submit a written report to the members at the 

22 


Annual Meeting, Act, (Section 31,10), 


(3) Cause the passbooks and accounts of the members 
to be verified with the records of the Treasurer on 
a regular basis» 

(4) Evaluate the general operations of the CrediteUnion ° 
and the performance of the elected officers. Section 
32 (8) and (9) of the Credit Unions Act gives this 
committee considerable powers in the event of 


misappropriation of funds or of mis-management, 


a. 
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Provision is made in Section 32 (11) of the Credit Unions Act, that a 
credit union may, by by-law, provide for the appointment of an audi- 
tor or auditors in lieu of or in addition to the Supervisory Committee 
and may delegate to such auditor or auditors the whole or such part 
of the duties of the Supervisory Committee as the law provides. Whe 
a credit union passes sucha by-law appointing an auditor or auditors 
to perform the duties of the Supervisory Committee as set forth in 
subsections 7 and 10 of Section 32, the by-law may delegate the re- 
maining duties and powers of the Supervisory Committee to the Board 
of Directors, and provide that so long as the by-law remains in force 
it is not necessary to elect the supervisory committee as required in 


sub-section l. 


In addition to the above elected committees, the following comm - 
ittees are commonly appointed by the Board of Directors: 

a) The Education Committee - responsible for the 
general education of,the members and officers 
regarding credit union principles, philosophy, 
and operation; for informing the general mem- 
bership about the benefits of credit union mem- 
bership -- what the credit union can and cannot 
do; and for bringing all within the bond of assoc- 
iation into credit union membership. The.Credit 
Unions Act, Section 28 (2), provides for the 
allocation of tunds to finance the work of this 
Committee. 

b) The Delinquent Loan Committee --responsible 
for the collection of delinquent ipa and rec- 
ommending to the Board of Directors and Super- 
visory Committee the writing-off to the Guarantee 


Fund of any uncollectable loans, 
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2 I. STRUCTURE, ORGANIZATION AND MANAGEMENT 
3 iron! In describing the forms of local credit union association we come in- 
4 variably to the description of a credit union - "A group of people with 
5 a common bond of association who agree to save and pool their re- 
6 sources in order to lend them to one another at reasonable rates of 


interest'', In the industrial type of credit union the bond is invariabl 
the employees of a particular company or business, but the bond can 


include the wives or husbands of those who become members, and 


9 also the dependents of the members. The accepted definition of de- 
10 pendent is that defined by the Department of Internal Revenue for 
1 income tax purposes, - ''one who is wholly dependent on the individ- 
ual for their sustenance and support". In the parish or church type 
12 
of credit union the bond of association would be 'tmembers of the 
13 ; omit. 
such and such Parish Church", in the ethnic type of credit union the 
14 bond of association would read "*Persons of Slavic origin (or what- 
15 ever racial origin is appropriate), residing in the city (or town or 
16 village) of (name of place). The bond of association of a labour grou 
would read ''Members of Local No. 1234567 of the International Union 
17 
of Bridge Builders residing in the city of (name of place). The 
18 ph teaiot : ; 
community type of credit union (in Ontario, at present, restricted 
19 to communities that do not exceed a population of 6,000), would have 
20 as its bond of association - ''Residents of (e.g.) the Town of Cobourg'}. 
21 Only those persons coming within the bond of association of a credit 
union may join that particular credit union. Credit unions must 
22 
strictly adhere to their bond of association and may not take any 
23 | 
other persons into membership. 
24 
ASSOCIATIONS OF CREDIT UNIONS 
Adee seth eh ct alles Rt Dat eB io i Nt 
25 
P 22 Each individual credit union is affiliated to the local Chapter of 
26 
Credit Unions in its particular area. A Chapter is an unincorporated 
27 association of credit unions situated in a well defined local area, 
28 having as its purpose the promotion, protection, servicing and de- 
29 veloping of the credit union movement within its particular locality. 
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2 I. STRUCTURE, ORGANIZATION AND MANAGEMENT 
3 The Chapter and its officers, provide 'immediately-to-hand" service 
4 for their credit unions in the matters of education, advice, organizing 
5 assistance, and the general well being of the movement in the particu- 
lar area. The Chapters, of which there are some 27 in Ontario, are 
6 
financed through a system of grants from the Ontario Credit Union. 
7 
League, based on the activities displayed by the Chapter each month. 
8 Officers in the Chapter work voluntarily, and are elected to office by 
9 the credit unions in the chapter area. Meetings of the Chapters are 
10 held monthly, and are open to all credit union members. An annual 
meeting is held at which the credit unions elect the officers for the 
11 
ensuing year. For educational purposes, the Chapter is a most val- 
12 : , 
uable unit in the Credit Union Movement. It is the ''grass roots con- 
13 tact'' dealing directly with the Credit Union and the individual mem- 
14 ber. In most cases the member receives his first impressions of 
15 the movement from his Chapter. It is the Chapter that helps to mold 
his thinking; it is the Chapter that he looks up to for advice and help. 
16 : 
It is the Chapter that develops the leaders in the movement, locally, 
17 
provincially and on the National level. Most League Directors and 
18 National Directors received their early training and enthusiasm for 
19 the Credit Union Movement from their local Chapter of Credit 
20 Unions. (Appendix 015). 
21 P 23 The Ontario Credit Union League Limited is an incorporated body, 
Ab being chartered under the Credit Unions Act of Ontario, under date 
73 of the 27th of June, 1942 and operating currently under By-laws re- 
vised in 1961 (Appendix 036). The League is the co-ordinating 
24 
body for the 1, 350 credit unions who are League members, and 
25 | 
the 27 Chapters of the League in Ontario. The prime purpose of 
26 . d h di ~) £ 
the League is to protect and expand the credit union movement in 
27 the Province of Ontario. This is achieved in the following manner: 
28 (1) By providing forms and systems to make the 
29 operation of credit unions simpler and more 
efficient. 
30 
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I. STRUCTURE, ORGANIZATION AND MANAGEMENT 


3 
4 (2) By providing education and educational material 
so that credit union members may thoroughly 
7 understand the operations and the limitations 
6 of their credit union, to the end that they may 
7 enjoy to the full the benefits of credit union 
8 membership. 
9 ; (3) By providing textbooks, manuals and operationat 
training for Credit Union officers that they may 
e more efficiently and sympathetically discharge 
11 the duties of their office. 
12 (4) By employing a field staff which examines and 
13 guides credit unions to ensure that they are 
14 operating within the Credit Unions Act and their 
‘s own By-laws. (See Appendix 0'16) 
16 Peas: The League works in conjunction with the Credit Unions Branch o 
17 the Department of Insurance in providing proper examination and 
supervision of credit unions; in protecting existing credit union lep- 
18 
islation,, and the securing of improved legislation for the operatio 
y of credit unions. The League, through its Central Credit Depart 
20 ment, provides a means whereby a credit union can invest its sur 
21 plus funds, funds which in turn are made available to those credit 
22 unions requiring them. The League, through its Organization De 


partment, is continually endeavouring to bring the benefits of credit 
union membership to more and more people in the Province. 
Trained staff are ready to meet with any group, at any time, in any 
part of the Province, to explain credit unions and to assist in the 


organization of any group desiring a credit union. 


Pp 25 The League, through its Education Department, is continually 


supplying leaflets, pamphlets, etc. explaining the benefits of savings 
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TI, STRUCTURE, ORGANIZATION AND MANAGEMENT 
3 
of wise money management, of sound borrowing, of planned budgeting; 
4 
the errors of easy payment plans, the pitfalls of easy credit, the cost- 
5 
liness of indiscriminate spending. (Appendices 07 and 08). 
6 
P 26 The League, through its Field Services Department, makes a constant 
7 


check into the operations of its'tmember''credit unions, pointing out 


8 
errors and assisting in correcting them, giving guidance, advice and 
9 help in the day-to-day problems of the credit union, 
10 
P 27 The League, guided by its legal adviser, provides le al advice onan 
g & y & P & y 
11 problems encountered by its member credit unions. 
12 
P 28 The League, through its League Collection Service, makes available 
15 
to all member credit unions, the services of a highly successful 
14 collection system for delinquent accounts. 
15 
P 29 The League provides, through week-end workshops and panels, in- 
16 ee ; 
struction on all phases of credit union operation, e. g. Duties of the 
17 Board of Directors, Credit Committees, Supervisory Committees , 
18 Treasurers, Education Committees, Delinquent Loan Committees, 
19 Parliamentary Procedure for Credit Unions, Conduct of proper 
Annual Meetings, Family Financial Counselling and Interviewing, 
20 
and general education regarding the credit union movement, These 
Zi 1 (Cu . 
are available to all credit unions in the province through their local 
22 Chapters of credit unions. All of these workshops or panels are 
23 conducted by trained, experienced and competent league staff. In 
24 addition the League provides Management Conferences for mana- 
gers of credit unions to debate and solve problems. 
25 
26 || P 30 The League has an Annual Meeting to which every member credit 
27 union, regardless of size or assets, is entitled to send one dele- 
gate and one alternate delegate. At this Annual Meeting League 
28 
Directors are elected, policies are made, and the general busi- 
29 ness of the League discussed and resolved. 
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I. STRUCTURE, ORGANIZATION AND MANAGEMENT 


3 
At the Annual Meeting delegates elect National Directors who represe 
4 . 
Ontario on the Board of the National organization, the Credit Union 
5 National Association (Cuna), of which this League is a member, (as 
6 are all other Canadian Leagues) through the payment of dues (9 cents 
7 per credit union member). 
8 P31 In his own credit union, the individual member, megardiless of his shar 
9 holdings, has only one vote, and the same principle applies for credit 
10 unions at the Annual Meeting of the League. Each member credit unio 
has only one vote, regardless of the number of members or the assets 
11 
of the credit union. The League is financed by dues, payable by each 
12 
member over the age of eighteen years. The Standard By-laws for 
13 Ontario Credit Unions, Article XII, Section 9, provides "On or before 
14 the first day of March in each year, during the time the credit union is 
15 a member of any Federation, Regionale, or League, each person 
16 eighteen years of age or over who was a member on December 3lst 
of the preceding year shall pay a yearly assessment of one dollar 
17 
which amount may be deducted by the credit union from the share or 
18 deposit account of the member and shall forthwith be paid to the said 
19 Federation, Regionale, or League to assist in its financing."! 
20 ; 
P32 Nine cents of each dollar dues received by the League is remitted to 
21 the National Association (Cuna), which organization provides educa- 
22 tional and technical assistance to the various member leagues. The 


world-wide extension services of the Credit Union National Associa- 
tion (Cuna) and the organizing of new credit unions in the underdevel- 
oped and under-privileged countries of the world, and the general 


expansion of the movement are financed from these dues. We will 


not enlarge further on the structure of the Credit Union National 
Association (Cuna) as it is our understanding that they will be sub- 


mitting their own brief to the Commission. 


One of the main objectives of the credit union movement, and one in 


which tremendous strides have been made in recent yéars is that 
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of member education. This includes educating the individual to the 

4 fact that he does have in his own hands, and within his own capabilities 
5 through his membership in the credit union, the means of handling his 
financial needs; that by learning and practising the true meaning of 
thrift - "the wise management of one's resources" - that by systema- 
tic and steady savings - by borrowing wisely - and by 'bossing" one's 
spending, a man need not be hounded by debt loads or by want. It in- 
9 cludes the thorough education of credit union officers, committee men, 
10 and employees in the true philosophy of the credit union movement - 


“that we are our brother's keeper", and that the credit union is not a 


11 

profit making business, but a service organization. It is owned, con- 
12 

trolled and operated by its membership and dedicated to the principle 
13 . 

of mutual self-help. This education program provides the tools and 
14 the knowledge to operate credit unions efficiently for the benefit of all 
BS members. (See Appendices 09 to 013). 
16 , 

34 To summarize, the Ontario Credit Union League consists of some 

17 1, 350 Credit Unions and 27 Chapters in the province, guided by a 
18 democratically elected Board of Directors of eighteen men from all 
19 sections of the Province. It has a permanent staff of some 50 em- 

ployees, and with the exception of clerical staff, they are all trained 
20 

in the operation of credit unions and include field staff located in every 
21 

area of the Province who are trained in accounting and bookkeeping 
ee and well equipped for the job of examining into the operations of the 


credit unions in their particular area. This staff also includes 
specialists trained in organizing new credit unions and specialists 
trained in the field of education and in public relations. The staff is 
managed by a General Manager who is responsible directly to the 
League Board of Directors, With the exception of some clerical or 
stenographic help, staff of the league is generally composed of indi- 


viduals who have worked in their own credit unions, have held posi- 


tions in their local Chapter of Credit Unions, and ina few 
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instances have sat on the League Board and the Board of the Credit 
Union National Association, as volunteer workers, before coming to 
work with the league as full time professional staff. It is our belief, 
shared by many other Credit Union Leagues, that the Ontario League 
is competent in its endeavours to see that credit unions in its jurisdic - 
tion are operated as true self-help organizations; that they adhere to 
the philosophy and ideals of the movement; that they operate ina 
humanitarian but business-like fashion; and that they will at all times 


operate within the provisions of the Credit Unions Act and their 


By-laws. 
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Il LEGISLATION AND SUPERVISION 


4|| P. 35 The Credit Unions Act covers the legislation of credit unions, admin- 
5 istered by the Department of Insurance, Province of Ontario. This 


act provides for the formation of credit unions, their incorporation 


and the use of the name ''Credit Union", Before an application for a 


charter is approved by the Provincial Secretary the application is 


8 thoroughly screened by the Ontario Credit Union League Limited and 
9 the Credit Unions Branch of the Ontario Department of Insurance, This 
10 procedure ensures that the need for a credit union in a particular are 


or industry exists, limiting the possibility of charters being issued 


11 
and then followed by dissolution procedures at some later date becaus 
yi 12) 
12 
of lack of activity. The Ontario Credit Union League Limited and the 
13 Credit Unions Branch of the Department of Insurance also require tha 
14 the minimum potential membership is sufficient to produce an active 
15 group, and that qualified officers are available to operate the propose 
16 credit union. 
Li) PP. 36 The objects of the Credit Union movement in Ontario are set forth in 
18 the Credit Unions Act (Section 4). These objects at present are limite 
to: 
19 
a) The receiving of monies on deposits from members and as 
20 
payment of shares, 
2] b) The making of loans to members with or without security for 
22 provident and productive purposes, 
23 c) Making loans to other credit unions, 
d) Depositing money with and making loans to any League incorp- 
24 
orated under the Credit Unions Act so long as the amount 
25 
deposited or loaned does not exceed 25% of its share capital an 
26 
deposits. 
27 e) Subject to the approval of the membership, making donations o 
28 gifts for the purpose of advancing the interests of the credit 
29 union or credit unions in geveral, 
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Il LEGISLATION AND SUPERVISION 


3\IPp. 37 Membership in Ontario credit unions is restricted under the Credit 
4 Unions Act to persons having a common bond of occupation or associ- 
5 ation, or to persons within a well defined neighbourhood or community. 


Credit unions generally are confined to 


a) Industrial groups 


b) Church groups 
8 c) Associations 
9 d) Community groups 
10 Community groups are in most cases restricted to small towns, althoug 
in some larger areas industrial credit unions have been permitted to 
11 
associate with study groups where plants have closed down or dis- 
12 
continued business in a particular area, 
13 
ry ais! Credit unions under the Credit Unions Act, may, by By-Law, hold real 
14 
estate in their own name and for their own use (Section 10 of the Act); 
15 Bae ae 
as a result a number of credit union buildings have been erected 
throughout Ontario. 


The Credit Unions Act (Section 15) permits credit unions by By-Law to 
a) Prescribe the purpose for which the profits of the credit union 
may be appropriated, 
b) Prescribe the maximum number of shares a member may hold. 
c) Prescribe the maximum amount that may be deposited by, or 
loaned to, a member, 
d) Provide for the expulsion and withdrawal of members, 
e) Prescribe the form of any instruments necessary for carrying 
the purposes of the credit union into effect, 
f) Provide for such matters as are authorized by regulations, 
The Act (Section 44) further provides that the Board of Directors of the 
credit union shall recommend the distribution of profits to the members 


and that the membership may by resolution declare a dividend on all 


shares at the end of the fiscal year, 
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P. 40 Shares held by members are generally in multiples of $5.00, although 
. the Credit Unions Act (Section 19) provides that in no case shall the 
4 shares exceed $10.00. Such shares may be increased by subscription 
5 and admission of new wOniets, and diminished by withdrawals 
6 (Section 20 (1)). Share certificates are not issued by credit unions, 


and members are not liable for shares subscribed for in excess of the 


amount actually paid thereon. (Section 20 (3)) 


9 BP. 41 A member may, in addition to holding shares in his own name, sub- 


scribe for and hold shares and make deposits in trust for a named 


10 
beneficiary without payment of an additional entrance fee. (Section 21) 
11 
A fee (usually 25¢) is provided by By-Law for all persons joining a 
12 credit union, 
13 
P. 42 Joint accounts are also provided for under the Credit Unions Act whic 
14 
sets forth the method to be used in making payment to the survivor. 
15 (Section 22) 
16 
P. 43 Any corporation may, under the Act (Section 23) become a member of 


a credit union, but loans to such corporations must be approved by 


18 a joint meeting of the Board of Directors, Credit Committee and 

19 Supervisory Committee of the credit union, 

20 Pp, 44 Voting in credit union affairs is restricted under the act to one vote 

21 per member, and proxy votes are permitted only when shares are 

22 held by agricultural associations, a municipal body, a school board or 

23 other corporation, (Section 24) 

24\\p. 45 Members under the age of 21 may enjoy all the rights of a member but 

25 may not hold any office in a credit union or borrow in excess of his 

6 savings, except upon a joint and several promissory note signed by 
him and a person over 21 years of age. (Section 25) 

27 

28 P. 46 The Credit Unions Act sets forth the requirements for maintaining a 
register of members and what such a register must contain.(Section 26 

29 


30 
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; I LEGISLATION AND SUPERVISION. 
Zit P. 47 Provision is made in the Act whereby a member's savings may be 
4 applied against any debt due from the member to the credit union, 
5 (Section 27 (2) ) 
6) P. 48 Credit unions, under the Act (Section 28 (1)) must set aside 20% of th 
7 yearly net profits to provide its members with a Guarantee Fund 
8 (Provision for Bad Debts), to protect them against possible losses on 
uncollectable loans, The one exception provides that when a Guarante 
. Fund reaches 10% of members’ savings in shares and deposits it need 
10 not set aside further moneys during the current year. In order that 
11 write-offs to the Guarantee Fund may be properly controlled, the Act 
12 provides that approval must be given by the Board of Directors and 
13 the Supervisory Committee (Audit Committee) for such write-offs. 
(Section 28 (4) ) 
14 
15 Pp, 49 Interest rates on loans may not under the Credit Unions Act (Section 
16 29 (2)) exceed 1% per month on the unpaid balance of any loan, and 
this rate is generally adhered to for personal loans, although rural 
‘“ credit unions prefer to charge a set rate on an annual basis which is 
18 less than the above-mentioned rate. Mortgage loans are also made b 
19 credit unions, at rates which we believe are comparable to other 
20 companies making such loans. 
21 P. 50 Loans to officers and committee members, require the approval of th 
Ze Board of Directors and the Supervisory Committee in addition to that 
23 of the Credit Committee before the loan may be granted, (Section 29 
4 (3)) 
25 P. 51 The Credit Unions Act(Section 30) sets forth the responsibilities of th 
26 Board of Directors and refers to other duties preseribed in the By-Laws 
97 of the credit union, The Act itself prescribes the method to be used 
in filling vacancies on the Board, the number required to make a 
28 
quorum, and means which may be taken to declare a vacancy on the 
a9 Board. The Credit Unions Act, in conjunction with the By-Laws, 
30 
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II LEGISLATION AND SUPERVISION 


places the general administration of a credit union's affairs into the 


3 hands of the Board of Directors. 
4 ' 
| sop Loans to members, under the Act (Section 31) must be approved by a 

5 Credit Committee composed of at least three persons, This 

6 committee under the Act has the sole authority to grant loans under 

7 certain policies set by the By-Laws and the Board of Directors, excep 
that they may authorize the Treasurer or Manager to grant loans to 

8 
members, not exceeding the shares and deposits of the member less 


9 
any debts owing by him to the credit union, or loans in amounts not 
10 exceeding $25.00 for periods up to one month, A recent amendment 
11 to the Act provides that a credit union my by By-Law delegate all or 
12 part of the duties of the Credit Committee to one or more employees 
of the credit union, In the event that such By-Law delegates all the 
13 
duties, it is not necessary for the credit union to elect a Credit 
14 
Committee, as long as the By-Law is in force. 
15 
rs 2 Supervision of a credit union's activities comesfrom four sources unde 
16 
the Credit Unions Act as follows: 
17 . . 
1, Supervisory Committee (Section 32) 
18 2 Department of Insurance Inspectors (Section 50 (3)) 
19 3, Credit Union League Examiners (Section 53 (7) ) 
20 4, External auditors by By-Law (Section 32 (11) 
The Act does not insist on external auditors for credit unions; instead 
21 
it requires regular audit work to be done by a Supervisory Committee 
22 met alt 
(Audit Committee) which provides regular audits similar to internal 
23 audits of other corporations, and further, particularly in larger groups, 
24 provides for its replacement by public accountants, The Supervisory 
25 Committee's work is supplemented by both the Department of Insuranc 
26 Inspectors and Ontario Credit Union League Limited Examiners, who 
make regular reviews of the credit union operations, The Supervisory 
27 
Committee, unless replaced by external auditors completely, under 
28 ; A ' Paras , 
the By-Laws is required to report conditions which exist in a credit 
29 
30 
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Il LEGISLATION AND SUPERVISION 

union, or give an unqualified report covering the operations. The 
Supervisory Committee is also given authority to suspend any officer 
of the Credit Union, subject to the calling of a general meeting and 
approval of their action, for waeeheckuaas of funds, fraudulent 
activity or contravention of the Act and By-Laws (Section 32 (8) of the 
Act). In the event that the Supervisory Committee is replaced by 


external auditors, this becomes the duty of the Board of Directors, 


along with certain other duties as set out in the Act. 


The Credit Unions Act provides for the naming of beneficiaries by the 
members, disposition of monies to intestate members, and payment 


to the named beneficiaries. (Sections 40 & 41) 


In the event that the credit union is unable to locate certain members, 
who have shares and/or deposits in the credit union, the Act provides 
such monies may be paid to the Treasurer of Ontario, who will then 


assume the responsibility for their disposition. (Section 42) 


The Credit Unions Act (Section 43) together with the By-Laws (Article 
VI) sets forth the requirements for holding Annual Meetings, the 
business to be dealt with, and what the Financial Statements are 


required to show, 


The Credit Unions Act also provides for 

1, Amalgamation of credit unions (Section BB). 

2, Dissolution of credit unions (Section 54& 55), 

3, Provisions requiring Annual Returns to the Ontario Department 
of Insurance (Section 49), 

4, Authority for the Department of Insurance, Superintendent of 
Credit Unions, to appoint auditors, (Section 51 (1)). 

5, The Incorporation of Leagues (Section 53). 

6. The Suspension of a credit union's operation by the Superinten- 


dent (Section 51 (3)). 


7 s Pw: hy ee Bh : 7 
vorervagave ava “MOITAte1o% a | 
|. gaa ee er ey a 
i igs 4 sO. A We —- 
A oT  eneitavaen eit gnitsvoo iioqo% beitifeupmy o6 vig to .s10 ao Ls pen 


tooitto yas brogqeve ot Wirodius movig oels et Sosstenmetoed eres ane 


; 
< 


bas gnisoom Iesonog 6 %o goiliso of} of tosidue ,aoinU tibet adi to ra | 
jnslubuett ,ebnwl to noiisizgetqq seis tot ,motlos tied} to Isvotgqs 
eld Yo (8). SE aoitos@) ewst-val brs toA adit to motinevsexiao9 10 Yivilos 
ya bacaleete ei eoiiinnnroed yroaivioqgua od’ tad? tneve oil} al. toA 
,etotostid to brsod ont to yYub edt eomrooed aids ,etotibus Isarejxe | q 


.) taA odd ni two tee es eottub serio nisiseo djiw gaools ‘| 


ont yd eeitsisitsqed lo gaimrsa edi tot asbivotg 2A esoinU tibet edT Se ¢ 
dnsarysg brs ,etedmem sisieetai of esinom tq moitieogeib ,atodmernt 


{1h 8 OS anoitos®) ,esitsionened bomen erlt of 


y2tedmrem aistres sisoof of eidenu ai soisu tibet ods jedi toeve si ol ae “Fes 
eebivotg JoA ocd ,moiny Jibox3 oft ai etizoqeb +o\bas esitsde sved odw vr 
; godt Hiw odw ,citsisO to reruvasstT erlt of bisg sd Yeo esinom dove 
(SB nottoe®) .cottieogeib tisdt 10) ylilidiemoqess end? oniuees jet 
| jar 
oloidtA) ewsd-y add dtiw todtegod (Eb moiise2) 190A enoinU tibss0 oAT o2 
aft ,egnitseM Isuand gaoiblod 101, einemotispet and? ditol etoe (1V WE 
ats eivomeisi® Isionsaid sd} isdw bas ,diiw Nasb od ot eeaniaud 8! 
| | , »wode o3 botinpst QE. 
¥ Ri 
a +02 esbivotg cele 135A enoinU tibet oAT Vé.< i” 
. : . (08 moitos@) eaoins tibet to moljsmsgismA «1 ACES 
ne : .(2@ 8 $2 noitnee) emoiau tibsrs to moijuloaeid re Ss 
era oitsinO odd of enxuteA IsunmA gristiupst anoizivord .f EX 
q .(@& aoiio02) ssnstuenl to 
A to dele dingut ,sonstuenl to Insenttsqed odt tot yiirodinA 
a ? “ wf) be noit382) seit tise inioggs of ,eaoinU tibero 
ah } 


he '((€2 soitoe?) eougsed to noitstoqroon] eAdT 
ne ° _ 
- -notnitequé sii yd moiistogo e'moing tibeto s to noieneqes@ sAT 


«( (&) 18 mottos2) inob 


4 


oo) on > ee ee . a 


29 


30 


12 ENS 


P. 60 


Nethercut Young 


Toronto, Ontaric AZ eu 


U_ LEGISLATION AND SUPERVISION 


7, The requirement of adequate bonding including faithful 


performance of duties. (Section 34), 


SUPERVISION 

With the transfer of Administration from the Department of Agricultur 
to the Department of Insurance in 1953, a program of inspections was 
instituted, This inspection program was carried out faithfully by the 
Credit Unions Branch of the Department of Insurance, but in 1955 the 
number of credit unions chartered in Ontario became too numerous 
for the Administrative body to handle and control effectively with 


existing staff, 


On January 21, 1956 the Attorney General for the Province of Ontario, 
the Hon, A. Kelso Roberts, QC. met with the Board of the Ontario 
Credit Union League to explore the question of audits for credit unions, 
As a result, the Board set up a special committee on Credit Union 
Audits under the Vice-President, John M. Homer, now Director of the 
League's Education and Organization Department, as Chairman, to 
investigate thoroughly the whole subject, and to confer with the govern- 
ment officials concerned, This Committee's duties were enlarged to 
investigate and study any other matters directly or indirectly pertaining 
to the protection and safeguarding of the funds of credit union members 
in Ontario. After careful study, this Committee concluded that ifa 
brief were prepared for presentation to the Attorney General outlining 
the various methods that the League was then using to assist credit 
unions in safeguarding the funds of their members, together with the 
future plans of the League on these matters, it would have considerable 


effect on the final decision regarding compulsory audits, 


The brief to the Attorney General was presented by the then League 
President, A. S. Dalgleish, Comptroller the late R. A. MacDonald, 
and General Manager John M. Hallinan, on October 25, 1956, The 


highlights were as follows: 
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M_LEGISLATION AND SUPERVISION 

1, The objects and purposes of the League as set forth in the 
League's own By-Laws are as follows: 

a) Protecting and advancing the credit unions which are 
members thereof, 

b) Encouraging and assisting in educational work relating 
to credit unions, 

c) Arranging for group bonding of credit union employees, 
and ensuring repayment of loans made by credit unions 
to their members, 

2, <A study of the main causes or possible sources of loss which 
may confront a credit union was made, and it was conceded 
that a credit union might find itself in grave difficulty for one 
of the following reasons: 


a) Defalcation on the part of those handling the funds of 


the credit union, 


b) Inadequate bonding of those persons handling credit 
union funds. 
c) Inability of the credit union to collect the major portion 
of its outstanding loans. 
The League then stated that in view of ways and means that have been 
adopted as outlined below, the government might deem it unnecessary 
to insist on compulsory external audits of credit unions in Ontario: 
1, That the League Field Staff be expanded to the point where 


there would be at least one fieldman for each 100 Credit 


Unions. 


2, Each Credit Union would eventually be visited annually by a 
fieldman, who will examine its affairs. 

3, Chapters by conducting schools would assist in.educating all the 
officers in the proper manner in which to carry out their , 
responsibilities. 

4, Collaboration between League Directors and Chapter Personnel 


working together to assist in providing members with protection, 
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5. Recommendation of the minimum bond to be carried by credit 
3 
unions, 
¢ 6, The League entering into an agreement with a reputable 
5 collection service for collection of accounts, 
6 7. <A credit union being carefully guided for the first six months 
of its operations, 
7 
In conclusion the Brief read as follows: 
8 
"In view of the foregoing, we respectfully suggest that at this time it is 
going, Pp y suge 
9 inadvisable to enact legislation compelling any or all credit unions to 
10 have an external audit conducted of their affairs and books. May we 
ek corroborate this suggestion with the following observations: 
12 1, There is no guarantee that a compulsory audit would 
appreciably decrease defalcations, 
13 
2. The League presently is urging its members to take advantage 
gue p St ging g 
14 = oe val 
of existing legislation permitting the appointment of external 
15 auditors, particularly where present Supervisory Committees 
16 are incapable of properly performing their duties, or where 
17 the size of the credit union, either in respect to membership 
or assets, makes the functions of the Supervisory Committee 
18 
impracticable, 
19 . . 
3, It is the opinion of the Board of Directors of the Ontario Credit 
20 Union League that the Government of the Province of Ontario 
21 is loathe to suggest compulsion where not necessary, and 
92 whereas those credit unions that reach a certain size either 
73 in respect to assets or members for the most part voluntarily 
appoint auditors under appropriate sections of the Act, it 


would appear unnecessary to enforce external audits by law, 
4, The Board of Directors of the Ontario Credit Union League 
believe that all credit unions may best protect the funds of 
their individual members by adopting the League's policy 
respecting minimum bonding requirements, using the 


educational facilities of the League and its Chapters, availing 
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2 itself of the League's professional personnel, Where necessar 
3 the collection services of the League are freely offered." 

4 P. 61 Realizing the need for more funds to implement a program to carry 

be out the objects of the League, the League Board unanimously 

6 recommended $1.00 annual dues (see Section 53 (6) of Credit Unions 


Act) to the League's 17th Annual Convention held February 28th, and 
March lst and 2nd 1957, This increase from 50¢ dues was necessary, 
as the proposed programme required a considerably larger staff, 

Mr. A. S. Dalgleish, then League President in January 1957 said: 

10 'The purpose of your League is to protect and foster the Creat 

11 Union movement in the Province of Ontario and to make its 
operation simple and effective. Despite our marked success over 


the many years in the past, this task is no longer possible with 


a staff of five fieldmen, even without regard to the establishment 
of examination services that would be acceptable to the govern- 


ment,''! 


P. 62 In March 1957, Credit Unions across the Province were informed 
through the League publication, the "Ontario Credit Union News", 
18 that an amendment to the Credit Unions Act giving the League authorit 
19 to examine the books of member credit unions had been given the first 
of three required readings by the Ontario Legislature at the end of 
January 1957, predicated upon the League's ability to supervise its 


members to the satisfaction of the Government, 


a 
This bill was eventually passed and became law reading as follows; 
23 "Any competent person authorized by a league incorporated under 
this section may examine into the affairs of any credit union that 
24 is a member of the league, and for such purpose the shall be 


given access to all books, records and other documents of the 
credit union and he may make whatever inquiries are necessary 
to ascertain its true condition and its ability to provide for the 
payment of its liabilities as they become due, and the officers 
26 and employees of the credit union shall facilitate him in his 
examination and inquiry," (Section 53 (7) of Credit Unions Act), 


This programme of Supervision actually went into effect April 1958 


28 when the League increased its staff by twelve, setting up areas across 
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IL LEGISLATION AND SUPERVISION. 

the Province to organize, educate and train personnel and examine 
credit unions, At the end of 1961 the League had increased its Field 
Staff to twenty-two, situated in 10 areas, covering the Province. 
These twenty-two League employees under the supervision of a 

Public Accountant, along with ten Inspectors from the Department of 
Insurance of Ontario are attempting to reach the objective of examining 


credit unions in Ontario annually. In 1961 the League itself examined 


693 League member credit unions, 


Public Accountants are employed as external auditors by a considerable 
number of the larger credit unions, and the League continues to 


recommend their appointment wherever considered necessary. 


The responsibilities of the League in its examination program are to 
examine the books and records of credit unions, establishing at the 
same time the adequacy of reserves to protect the members equity, 


and to see that credit unions are abiding by the Act and By-Laws, and 


to check, on a return visit, that the deficiencies (if any) have been 
corrected, A complete report of the League's findings are submitted 
to the credit union examined, and to the Credit Unions Branch of the 
Department of Insurance of Ontario, so that both may be fully aware 
of conditions which may exist. In order that this programme may be 
carried out satisfactorily to its completion, the League has prepared 
complete sets of examination working papers, to be completed at 
each examination. Copies of these forms are attached under 


appendices 017 and 018. 


CONTROL 


Credit Unions, from the date of incorporation, are under constant 
surveillance by one controlling factor or another, The accounting 
procedures in credit unions have been designed to provide for adequate 
controls over the flow of cash, in and out of the credit union, 


Numbered cheques and receipts are only two items recommended for 
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I_ LEGISLATION AND SUPERVISION 
the control of cash transactions. Various other control factors are 


detailed below, 


P. 66 Bonding 
Credit union bonding in Ontario is obtained from one main source, 
Employers Mutual of Wausau, Wisconsin, through Cuna Insurance 
Services, Maximum coverage bonds are recommended in all cases, 
giving broad form coverage, theft, burglary, robbery, holdup, 
forgery and faithful performance (See Appendix 019). Position bonds 
naming the position held and amount of coverage, or name bonds, 
naming an individual and amount of coverage on these individuals are 
not recommended since it is a well known fact that any number of 
people could be involved in fraudulent activity, The Ontario Credit 
Union League Limited, working with Loss Prevention Specialists 
of the Credit Union National Association, provides safety checks for 
credit unions who are concerned with maintaining, to a high degree, 
the safeguards it places on its operations, to prevent the possibility 


of losses to its membership. (See Appendix 020) 


ee Supervisory Committee 
The Supervisory Committee, the members of which are elected by the 


members at Annual Meetings, is required to make regular audits of 


the credit union records, Its work each month would include the 
following: 
1, Trial Balance of members' share, loan and deposit accounts, 
2, Cash count and reconciliation 
3, Bank reconciliation 


4. Perusal of Loan applications and Promissory Notes for proper 


completion, approval and security, 

5, Check of loan documents against entries in the Journal, to 
ascertain that proper documents are available for all loans, 

6, Check Treasurer's Financial Statements against general ledgey, 


7, Spot check receipts (deposit slips) against Journal and 
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II LEGISLATION AND SUPERVISION 


members! accounts, 


8. Check delinquency and prepare list. 


4 9. Check dates shown on collection sheets, ascertaining that 

5 all collections received are deposited promptly. 

6 10, Read directors' minutes to see that policy made has been 
carried out, and that minutes are properly signed, etc, 

7 


1l, Spot check withdrawals against members’ accounts. 
12, Check investments for additions or disposals. 
Review executive loans for proper approval, 
10 14, Check postings to general ledger, 
11 15, Prepare a Trial Balance, 
16. Approve loans to officers. 
A handbook for Supervisory Committee personnel has been produced 


by the Ontario Credit Union League Limited, (Appendix 04) 


P. 68 Credit Committee 


It is the responsibility of the Credit Committee to consider and 


approve all loans. In performing these duties, they take may matter 


17 under consideration such as; 
18 1, The borrower's character, 

2. Previous Credit record, 
19 

3, Length and permanence of employment, 
20 

Credit union loans are carefully considered in each case, to provide 

21 


for a minimum loss risk, 


P, 69 External Audits 


The appointment of external auditors is recommended by the Ontario 
Credit Union League Limited and the Credit Union Branch of the 
Department of Insurance under various circumstances, such as: 
1, Lack of qualified personnel within the ee of association to 
act on a Supervisory Committee. 
2. Credit Unions with larger assets 


3, Large membership credit unions 
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4, Poor overall administration 
5, Suspected fraud or poor records as a result of incompetent 
bookkeeping. 
External auditors may be appointed, by By-Law, in addition to, or in 
lieu of, a Supervisory Committee (Credit Unions Act, Section 32 
(11)). A sample audit programme covering the work done by external 


auditors is shown in Appendix 02], 


Government and League Examination 
Inspections and Examinations performed by the Department of 
Insurance and the Ontario Credit Union League Limited, while not 
meant to replace Supervisory Committees or external auditors, are 
efficient, and primarily made to ascertain if credit unions are 
abiding by the rules and regulations set forth by the various Acts and 
By-Laws governing credit unions operations. Such inspections or 
examinations, however, often result in the recommendation of more 
rigid controls or the appointment of external auditors. On occasion, 
in order to protect the interests of the members, these inspections 
and examinations have resulted in the suspension of operations of 

a credit union by the Department of Insurance until such time as 


sufficient improvement is made to warrant the lifting of suspension, 


and resumption of operations. 


Board of Directors 


The Board of Directors, which is given the responsibility of the over- 
all administration under the Act and By-Laws, receives monthly 
reports from all committees, and with the information obtained, 
appraises conditions that exist, and makes decisions to protect the 
members! interests, These decisions may be.to increase bond 
coverage, arrange for the appointment of externai auditors through 
By-Law changes, set the maximum loan which may be loaned to the 
members, or make any other decision which may be necessary to 


operate the credit union satistactorily, 
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IY LEGISLATION AND SUPERVISION 


2 1 ie ge Annual Meeting 
3 The credit union members at their annual meeting have the opportunit 
4 to express their opinion and to make resolutions which will guide the 


Board of Directors in its general administration, The Board is not 
only guided by the annual meeting, but must also see that the wishes 


of the members are carried out. 


~ 


Pha (fe. League Field Staff 
The Ontario Credit Union League field staff are given special training 
to guide the Board of Directors and other committees in their work; 
to provide proper accounting systems and controls; to train the Board 
11 and Committees; and to assist or train Treasurers in their work, 
12 Incompetent Treasurers are occasionally removed from office by a 
credit union's Board of Directors upon recommendation of the field 
personnel, and replaced by someone more proficient to provide 
adequate and well controlled accounting procedures. A Treasurer's 
handbook, setting forth proper accounting procedures to be used by 
16 credit unions, has been produced by the League. (Appendix 03) The 
17 Field Services Department provides an "Office Procedure and System 


Analysis" service without cost, for credit unions with full-time 


18 
employees, The Field Services Department maintains a close liaison 
19 
with the major machine accounting firms, thus ensuring adequate and 
20 sole 
efficient mechanical systems for credit unions, 
21 
P, 14 Stabilization Fund 
22 


The Stabilization fund recently brought into existence by the Ontario 
Credit Union League is primarily for the purpose of assisting credit 
unions to dissolve without loss to its membership, Such dissolutions 
may result from plant shutdowns, or from some other factor that 
leads to the point where dissolution is deemed to be the best action 

to take, This fund is directly under the control of the League Board 
of Directors and therefore part of the operations of the League, and 
subject to regular audits by the League Auditors. (see paragraphs 143 


to 148) 
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1 

2 WEASSETS 

3 INTRODUCTION 

4 sat Be) The basic policy of credit unions regarding investment of funds re- 

5 ceived is to loan out the bulk of such funds to members. Section 4 (1) 
of the Credit Unions Act indicates that the main objects of a credit 

6 


union are: 


(1) the receiving of moneys.........from members........ 
8 (2) the making of loans to MEMbErS vive essrsesecareevees 
9 Our 1960 statistics of 1027 credit unions (see Appendix 022) indicate 
10 that an overall average of 86.6% of credit union Assets are represen 
ted by loans to members. 
11 
The same statistics indicate the breakdown of other credit union 
2 
1 Assets as follows: 
13 a) Cash and Liquid Reserves Average 9.3% 
14 b) Longer Term investments Average 2.9% 
c Furniture and Equipment Average 0.5% 
15 quip g 
d) Land and Buildings Average 0.5% 
16 
e) Other Assets Average 0.2% 
17 ' . ae 
P 76 The main factors influencing the structure and size of credit union 
18 assets are as follows: 
19 (1) Investment of funds by members in the credit union 
20 either by way of shares or deposits. This is the 


main factor determining the size of assets. 
(2) Loan demand by the members: 

a) If this is consistently well below the members' 
investment in the credit union, then long-term 
investments are often sought for surplus funds. 

b) If the loan demand fluctuates considerably, 
then short-term investments are sought for 
surplus funds during seasonal ''low-demand'' 
loan periods, with the investments being 
readily converted into cash during "high- 


demand'' loan periods. 
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If the loan demand is consistently higher than 


w 
= 


the members! investment in the credit union, 


> 


then borrowing is resorted to, generally from 


mn 


the Ontario Credit Union League, the Ontario 


Co-operative Credit Society, or from one of 


7 the chartered banks. Such borrowing has, of 
8 course, the effect of increasing the size of the 
9 assets, as the borrowed money is loaned to 


members. 

(3) Availability of borrowing: A credit union is limited 
in its borrowing to 50% of its capital deposits and 
surplus (Credit Unions Act, Section 36). This limita- 

13 tion can influence the size and growth of a Credit 

14 Union in that unlimited money may not be borrowed 
for loaning to members. 

(4) Availability of Payroll Deductions: Many industrial 
credit unions in particular benefit considerably from 
the granting of payroll deduction privildges by the 

18 associated Corporations. Regular deductions from 

19 the pay of credit union members are applied against 

outstanding loans and to share savings. Payroll de- 

ductions tend to increase members’ share savings, 

in that they are a convenient and "painless" way for 

members to save; and such deductions tend to increase 

23 loans made to members, because the borrowers are 
committed to regular repayments without having to 
call at the credit union office, pay a collector, or 
mail their repayments. 

(5) Availability of Funds for Mortgage Loans: Larger 


credit unions may find that they consistently have 


considerable surplus funds. 
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Instead of investing in long-term securities, the 
Board of Directors of such a credit union may 
decide to grant Mortgage Loans to those members 
requiring them, as permitted under the Standard 


By-laws (Article V, 3c). 


CASH AND LIQUID RESERVES 


Pt There are no legal reserve ratios required for Ontario credit unions. 


B18 Conventional reserve ratios vary, and are adjusted by the experienc 
of individual credit unions. Our 1960 statistics indicate an overall 
average (1027 credit unions) of: 

4,6% of total assets as cash on hand and in the bank and 
4.7% of total assets as deposits and shares in the Ontario 
Credit Union League and Ontario Co-Operative Credit 


Society. 


P79 Our 1960 statistics indicate that an overall average of 4.4% of total 
liabilities represents loans payable by the credit unions, that is, 
loans to the credit unions from sources outside the Credit Unions, 
(mainly the Ontario Credit Union League, the Ontario Co-operative 


Credit Society and the Chartered Banks), 


P 80 The law as far as borrowing is concerned is contained in the Credit 
Unions Act, Sections 36and 38. A credit union may borrow up to 50% 
of its capital, deposits and surplus (section 36), but membership 
approval is required for borrowing exceeding 25% of capital, de- 


posits and surplus. 


P 81 Generally, sufficient funds are available for credit union borrowing 
from either the League Central or from the Co-operative Credit 
Society. The League Central encourages member credit unions to 
deposit surplus funds with the Central, either in the form of''shares't 


on which an annual dividend is declared, or as '"'deposits'' on which 
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IT; ASSETS 
a pre-determined interest rate is payable. These funds are, of course 
withdrawable, although in many cases a credit union will borrow tem - 
porarily rather than withdraw its funds from Central. Thus the League 
Central acts as a credit union for credit unions, the latter being '!mem 
bers'' of the former. The Credit Unions Act, under Section 4(2a) per- 
mits a credit union to make loans to other credit unions. This loaning 


and borrowing between credit unions is practised to a small extent, 


but participation in League Central is encouraged as preferable. 


82 There is some direct borrowing from chartered banks by credit unions, 
particularly during high-demand loan periods, with book debts or long- 
term securities being offered as collateral. This may be either a reg- 
ular practice of the credit union, or it may bea temporary expedient 
when loan demands are so heavy on Central as to delay the granting of 
loans to credit unions. As our 1960 statistics indicate, borrowing from 


banks is considerably less than from the Central: 


% of Total 

Loans from Liabilities 
League Central 3.0% 
Co-op Credit Society 0.9% 
Other sources (mainly banks and 

credit unions) 0.5% 

83 The availability of funds for borrowing by credit unions is vividly 
illustrated by the following examples: 

(1) A credit union in Hamilton borrowed $200,000.00 


from League Central in July 1958 when the credit 
union was expanding rapidly. This loan had been 


completely repaid by April 1959. 


(2) Another credit union in Hamilton borrowed 
$446,000.00 from League Central in November 
1958 at the time of the Company strike. This loan 


was repaid by October 1959, 
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3 (3) A credit union in the Toronto area borrowed 

4 $291,000.00 from League Central between April 
and August 1959 after a mass lay-off in February 
1959. This loan had been repaid by October 1960. 

(4) A credit union in the Oshawa area borrowed 
$430,000.00 from League Central in October 1960 

8 at a time of rapid expansion in the credit union. 

9 By February 1962 this loan had been reduced toa 


sum of $160,000.00. 


11) P 84 The accompanying statistics of League Central (Appendix 023) its 


12 Annual Reports (Appendices 024 and 025) and the detailed monthly 
statements (Appendix 026) indicate the growth and effectiveness of 


the organization. Generally the League Central has been able to pro- 


vide funds for credit unions requesting them, although seasonal de- 


mand has at times been so heavy as to cause temporary delay in the 


16 granting of loans by the Central. For a brief period in the summer 
17 of 1957 there was some delay in granting loans, although in 1958 all 
18 loan applications were promptly serviced. In 1959 and 1960 there 
was again some delay in the summer months, whereas throughout 
19 
1961 the Central has had surplus funds. 
20 


The Central itself borrows funds from outside sources, when re- 
quired, from such sources as a chartered bank, the United Co-oper- 
atives of Ontario and Co-operators Insurance Association. A high 
point of borrowing was reached at May 3lst, 1960, when out of total 
liabilities of $6,320,261, Loans Payable totalling $858,000 were 


outstanding as follows; 


Co-operators Insurance Association $130,000, 
Chartered Bank 503,000. 
Administrative Department of League 185,000. 
Cuna Retirement Fund 40,000, 


$858, 000, 


apage a’ 111 _ 


. tel S9ts8 ojnotoT oli at nokey jibess A hit a 
fing a nvewied [stinsO hepa’ riot! 00,000, 1eS¢ 
5 ic inde't ot foveal eesm 6 totts Ccel meee brs 
000 | todotaO Cy bisgo1 assed bsd asol aidT 0c Ol 
| bewortod cue swedeO edt oi roinu dk bers A (b) 
060! radoteO ai LetineD ovgso.t most 00.000 ,d&2¢ 
fotau tibets oni of moieasqxe biqst to smiti s ts 
& ot ivoieas mood bed asof aint SdPl yrsurde Tl ya 


00.000 ,0d5@ to mia ; = 


git 
ati (ESO xibaogqA) {s1iasD sugsal to zottettsie gaiyasqmosos oT. ($8.4: 


yidinom belisteb odi bes (C80 bas $80 eo0ibregqA) atroqeA isuonA 
re sesnovitootto bas diwotg ont stsoibat (d80 xibsmoeqq A) ajno mist ste 
ig oJ s{ds mood esd [s1jnoOD og 89.1 eA} yilstemeD .molitssinsgro ol} 
ob isnoesoa dguosdtis .modt gaisesupoer enotru tibet rol ebnul sbiv 
ons ti ysfob ytatogrist senso of es yv sor o2 mosd eomis 36 asd base 
tomenve oct mi botteg loitd s 10% .fstineD odd yd ensof to gaitas1y 
(is 8@0l ci dgvodils ,ancof yniins1y at yslob smoe esw otods Yel lo 
stand 0d9 | ays PdCI al .bootvree yliqmorg o1esw amotisotiqgqs asol 
iwotguordl! asortedw ,adinornt tercmue ont oi yslob smioe nisgs asw 


-eboaut eufqroe bsd asd [sttneD odt [dP] 


-sx nedw ,sosotvoe sbraivo mort sbrstt ee ioe IstiansO sdT e8 4 
saqo-00 botinU ot losd borstisdo Bes deaigNe Habs mort ,bortup 

doi A .cottsisoceA somsivadl erotstsqo-oD bas oftsinO to aovits 

taiot lo due tretiw ,Q0Cl .jel€ ysM ts bedosos esw gniwortod to trieg | 
oxew 000 888¢ griffstot oidsysd amso.l ,1dS8 ,OSE .d¢ lo esitilidsil 


:awollol es gatbasiatue 


-900 ,O& 12 foitsisoe@A somsivenl etoistsqo-00 
«90S (608 AdsA bersiraddD 
£900. A8H auysal to jiromintsqed ovidstiainimbs 
+000 Ob brow Tf eB inee aH vest t@) 
«000 Base 


Nethercut & Young 


Jerente, Ontario A738 
1 
yi: LiL “AS oe Ta 
3 6 Relationships between credit unions and League Central have been gen 
4 erally very good. Relationships, between credit unions and the char- 
5 tered banks have also been very good, as have those between League 


Central and the chartered bank with which it deals. 


a P 87 As stated above (Paragraph 77) there is no legislation governing cash 
8 and liquid reserves of credit unions in Ontario. There has been no 
serious liquidity problem, credit unions having found ample sources o 
funds in the League Central and other organizations. We therefore. 
feel that there is no need of legislation in this field. To quote from 
the Report of the Policy Committee of the League, dated September 9, 
12 1961, "having regard to the fact that credit unions are autonomous 
13 bodies, and that each credit union may make provision for its own 
liquidity position, and that access to ample funds is available to 
credit unions through the League's Central and other services, it is 


the opinion of the Committee that, under the present circumstances, 


16 legislation to require all credit unions to maintain a certain propor - 
17 tion of their funds in liquid form is not necessary". 
18 
INVESTMENTS 

19 

P 88 The chief factor in determining investment in securities would appear 
20 to be the availability of surplus funds which are considered by the 
21 Board of Directors to be permanently surplus. A secondary factor 
ye) would be the desire by some credit unions to have a modest invest - 


ment in longer-term investments. 


P 89 Our 1960 statistics indicated that 2.1% of the credit unions' total 
assets consisted of Government or Government guaranteed Bonds. 
The more popular investments appear to be in Government of Canada 
30onds, Province of Ontario Bonds and Hydro Electric Commission 
Bonds. Generally these securities tend to be long -term invest- 


ments. The same statistics indicated that 0.8% of the credit unions' 
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total assets consisted of ''other investments"! which appear to consist 
principally of municipal bonds and debentures, industrial securities, 
and private placements. To our knowledge there is little trading of 


securities before maturity by credit unions in Ontario. 


Legal Limitations 


The investments in which credit unions in Ontario are authorized to 
invest their funds, are set forth in Section 4(2) and Section 35 of the 
Credit Unions Act. The latter section, by referring to the Corpora- 
tions Act, 1961, makes applicable the provisions dealing with invest- 
ments authorized for joint stock insurance companies contained in 
Section 208, subsections 2 to 15 of that Act, except for clauses ''m!! 
and ''o'' of subsection 2. The effect of these provisions is that a 
credit union may invest funds in the following investments, subject to 
the limitations indicated in each case; - 

(1) Loans to other Credit unions;(Section 4(2) (a) ) 


(2) Deposits and loans to any league incorporated 


under Section 53 provided that the amount so 
deposited or loaned does not exceed 25% of the 
credit union's share capital and deposits; 
(Section 4(2) (b) ). 

(3) In the paid up shares of other credit unions or of 
any league incorporated under Section 53 provided 
the amount so invested does not exceed 25% of the 


credit union's share capital; (Section 35, (1) (c) ). 


(4) In any investment that is authorized by the 


Corporations Act, 1961, for the investment of 


the funds of a joint stock insurance company other 
than the investments authorized by clauses ''m!' 
and '"'o"' of subsection 2 of Section 208 of that Act. 


(Section 35(1) (a) - see infra for a summary of the 


. aTae2a Ii! 


 getenon of 189q95 erpen Nedeomde evil xorto" to bolelanon ateees [siot 


ene ‘ (ayr7s Bie A 


oitit3e8 istxtoubat wsonuiriode® bas aeer heskidenss to yilsqionisg 


144 ‘ ‘ bit 
‘ 


 OFeH 


soitaiaO mi ‘ety jibexo yd eniedied fen te aGiiee ae 
Enoigstinil Lagoull 
‘i , A 

oi besisosdivs oxs oltsinO af amotny itbeto dotedw si aimomtesvat oT 
ot Io BE moitoee bre (S)) aotioes wi dizot Joe ore ebaut tieds jaovad 
“BLOGTON adi of gnitietes yd sttolto ee settsi odT .toA anoinU ithe 
; tpovad dtiw gailsob anaratvorg ant eldsotiqgs asAsm Lael oA ectoks 
nt banisitoo seimsgmoo somemmeni Ao0ia tnjo{ rot bositodtus einem 
Noa"! agauelo tol iqeoxs ,toA tedj to ¢1 of S enotiosadya (808 nottose 
s je al esoteivorg eeemt to footte odT .S§ moitoeadua to "'o" bas 
ot fosidve .sinemisoevai gaiwollot and ot abnui taovat ysm coiny tibet. 
so2s9 dose mi botsoibat enotisiimil ont 
( {s) (S)P softoe2)janoial tbe. rtordto of ansol | (1) 
boeistogtoant ovgael yas o1 ansol bas atieogqed {S) 

08 javoms ont tadt babivorg €4 motized r9bay 

ot to RES bosoxe tom e90b banso! to bosttsogeb 

sadbaoqeb bas {[siiqss strade e'notnu tibeis 

, ne? »( (dc) (8) moitsed) 
to 10 amotan jibex> todto to zersie qu bisg add al (é) 

bebiverq €@ aoijos? 4sbau botaioqroont sugsel yas 

adt to WES besoxe jon ee0b botaevat oz inornis odd 

.( (2) (L) 4€ notised) iatiqss s1srde a'noiny sibara 
edi yd bostaordtus ef tedd Jnomiaeovai yus ol (b) 


" 


to Jasendaovnt of? 102 . 1001 .joA emotistoqiod 


ao i 
~ ‘tedio yosqmioo esastveni Aoote tniol s to abavt ext 
Mey? voy yd besirodivs ainomteovat sd ass} 


jo tsi to BOS noitaee te 8 motiocedye to “ol! bas 


‘ oi to bates 6 08 Fos J eee ~ (s) (Lae vendunalli'' 


Pea aoe Ty ae 


to gaibats ofitif a | alae oghatwons sue oT sstaems2alg orsvirg bis 


| £8 


= 


7 


Nethercut Young 


Terente, Ontario 


ATHO 


IIl ASSETS 


investments authorized by this Act and the res - 
trictions applicable thereto); and 

In any investment other than those set out above 
where such investment is approved by a resolu- 
tion passed by a two-thirds (2/3) majority of 
those present at a meeting of the members called 
for the purpose of considering the investment, 
but in no case shall an investment under this 
clause exceed 10% of the share capital and 
deposits of the credit union, nor shall the aggre- 
gate of all investments of the credit union under 
this clause exceed 25% of its share capital and 


deposits (Section 35 (1) (b) ). 


The provisions of the Corporations Act dealing with authorized in- 


vestments for joint stock insurance companies are contained in Sec- 


tion 208, subsections 2 to 15, and reference should be made to the 


Act for an exhaustive list of such investments and the restrictions 


applicable thereto. The following is a summary of those authorized 


investments which are likely to be of interest to credit unions, and 


the restrictions applicable thereto. Under these provisions, funds 


of a credit union may be invested in: - 


(a) 


bonds of or guaranteed by the Government of 
Canada or by any Province in Canada; 

bonds of any municipal or school corporation of 
Canada; 

bonds of any company which are secured by a 
mortgage to trustees upon real estate or other 
assets of such company; 

bonds or debentures of any company which has 
paid a dividend in each of the five years immed- 


iately preceding the date of investment at the 
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3 specified annual rate on its preferred shares, or 
4 has paid a dividend on its common shares for 
each of the past five years of at least 4% of the 
5 
average value at which the shares were carried 
6 in the capital stock account of the corporation 
7 during the year in which the dividend was paid; 
8 (e) bonds and debentures of other corporations pro- 
9 vided they meet the requirements set out in 
Section 208, subsection (2), clause (j), 
10 
subclause (ii); 
11 
(f) preferred shares of any company which has paid 
12 a regular dividend at the specified rate during 
13 each of the last five years upon all its preferred 
14 shares, or has paid a dividend on its common 
shares for each of the past five years of at least 
15 
4% of the average value at which the shares were 
16 eee ; 
carried in the capital stock account of the corpor- 
17 ation during the year in which the dividend was 
18 paid; 
19 (g) fully paid common shares of any company which 
has paid a dividend for each of the last seven 
20 
years on its common shares of at least 4% of the 
21 : 
average value at which the shares were carried 
22 in the capital stock account of the corporations 
23 during the year in which the dividend was paid; 
24 (h) in securities not authorized by clauses (a) to (g) 
5 above, provided that the total investment in such 
2 
unauthorized securities does not exceed 3% of the 
26 
total assets of the credit union. 
27 
28 P 91 The above investments may only be made subject to the following 
29 
30 
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prohibitions and restrictions. 
No credit union shall: - 

(a) except as to securities of or guaranteed by the 
Government of Canada, or the Government of any 
Province of Canada, or a municipal corporation 
in Canada, invest money in any one security or 
make a total investment of any one corporation of 
more than 10% of its funds; 

(b) except as to securities of or guaranteed by the 
Government of Canada, or the Government of any 
Province of Canada, or a municipal corporation in 
Canada, make any investment the effect of which 
will be that such credit union will hold more than 
10% of the total issue of shares of any one company, 

(c) make any investment in common shares if after 
making the investment the total book value of the 
investments of the credit union in common shares 
shall exceed 15% of the book value of the total 
assets of the credit union; 

(d) invest any of its funds in bonds, debentures or 
other evidences of indebtedness on which payment 
of principal or interest is in default. 

It should be noted that these restrictions apply only to investments a de 
under Section 35 (1) (a) of the Credit Unions Act, and not to invest- 


ments authorized under other sections of that Act. 


This League is entirely satisfied with the statutory limitations rega d= 


ing investments by credit unions, as we feel that the range permitte 


is quite adequate for our needs. 


Investment Re sponsibility 
Tn ve 8 CU ere 


It is entirely up to the individual credit union as to how its surplus 
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funds may be invested, provided that it abides by the law. Naturally 
the League Central encourages the depositing of surplus funds in the 
Central, but as indicated above (paragraph 89), credit unions also in- 
vest surplus funds in Government and Government-guaranteed bonds 


and in municipal and industrial securities. 


The League Central, although it has substantial surplus funds, has 
hitherto only had these funds as surplus temporarily, during seasonal 
low-demand periods. For this reason such surplus funds have been 
invested in short-term securities. However, in 1961, as loan demand 
was consistently below availability of funds, such short-term invest- 
ments were considerable higher and for longer periods than in prev- 
ious years. Fora number of years, about $50,000. has been out on 
long-term investments, in Government or Government-guaranteed 


bonds. 
Pooling 


As far as we are aware there are no practices relating to the pooling 


of the investment activity of local credit unions. 


Security Dealers 


There is no law regulating business between credit unions and sec- 
urity dealers. Relationships between the few credit unions who do 
business with security dealers appear to be very good, as is that 


between the League Central and security dealers. 


Accounting Practices 
a 
The Corporations Act 1961 requires that investments be shown sep- 


arately on the Balance Sheet, indicating their nature, the basis of 


their valuation, and showing separately those that are marketable 


with a notation of their Market value (Section 86 (7) ). Section 84 


of the same Act requires income from investments to be sho 


(1) (4) 


sepa rately. 
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98 Hence investments and income therefrom are set up in the books of 
credit unions in such a way as to comply with the above mentioned re- 


quirements. Generally credit unions show their investments at cost. 


LOANS AND MORTGAGES 


Classes of borrowers favoured 


99 As credit unions may make loans only to members, (Credit Unions 


Act - section 4 (1) (b) ), and the membership is limited to those per- 


Ke) 


sons within the bond of association under which the charter is issued, 


10 the credit union is not ina favourable position to be able to select and 
11 prefer any particular classification of borrowers. It is the philosophy 
12 of credit unions to give preference to small loans while taking into 
consideration the urgency of the needs of the borrowers. 
13 
Average Size and Term 
14 
15 100 As statistics of these items have never been kept by most credit 
unions, and because of the extremely large volume of work entailed 
16 
in creating them, we have been unable, in the time granted, to obtain 
17 the required figures. However, from our knowledge gained as credit 
18 union examiners, we shall endeavour to estimate as closely as possi- 
19 ble. 
- 101 The average of all loans, including personal and mortgage, we be- 
21 lieve to be about $800.00. The average size of personal loans has 
22 gradually increased over the years, the present average appearing 
to be about $550.00. Mortgage loans of which there is considerably 
23 
less volume in number than personal loans, average approximately 
24 . ; 
$6, 500.00. While this appears to bea low average, the regula - 
25 tions of the Ontario Department of Insurance for mortgage loans 
26 state that they must not in any instance exceed 60% of the appraised 
a7 value of the property involved. This limiting regulation results in 
28 a lower average in the amounts issued for mortgages than might be 
expected. 
29 
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Ill ASSETS 
3 
? 102 As is generally accepted inthe credit field, the risk involved in making 
4 
personal loans is determined to some extent by the term of the loans. 

5 This has led to credit unions restricting the term of personal loans as 

6 much as practicable. The current average term of personal loans 

7 issued appears to be approximately eighteen months. 

8 103 The average term of mortgage loans is governed by the above- 

9 mentioned Ontario Department of Insurance regulations which limit 
10 the term of these loans to five years. We therefore, find most mort- 
rr gage loans contracted for five years but usually repayment is amor- 

tized over a longer period. 
12 
13 104 The character of the borrower and his need are held as the prime 
consideration in evaluating credit risks in credit unions. Combining 
14 
these with the borrower's credit rating, the decision of the amount of 
15 ’ 
risk involved is held as being ascertainable. Several factors are 
16 involved in establishing a borrower's credit rating such as: 
17 (a) Previous credit record 
18 (b) Stability of residence and employment 
(c) Work record 
19 
(d) Accumulation of personal assets 
20 
(e) Ability to repay 
oi To determine the ability to repay, the standard loan application 
22 form (Appendix 027) provides considerable information concerning 
23 the borrower's marital status, income, expense, and other indebt- 
24 edness. From these facts, his ability to repay is established. 
Rationing Credit 
Ravion.: = 
25 
105 When rationing credit is necessary, at times when the demand from 
26 
credit-worthy borrowers exceeds a Credit union's lending resour- 
27 d effecti i i ken by th 
ces, the most common and eltective system is action taken by the 
28 Board of Directors to reduce the maximum loan in excess of shares 
29 
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for which applications will be accepted. Following this, the loans are 


issued by the Credit Committee in order of the dates on which appli- 


4 cations are made as funds become available. This system has been 
5 altered by some credit unions to give preference to loans for subsis- 
6 tence purposes such as food, clothing, rent or mortgage payments and 
7 other emergency loans of immediate need. Attached is literature use 


by credit unions for guidance during strikes or layoffs when a Credit 
union's lending resources might be depleted . (Appendix 028) 


Directors as Borrowers 


P 106 Directors may not borrow in excess of their shares from their own 
11 
credit union unless their applications have been approved by the Sup- 
12 ervisory Committee and the Board of Directors in addition to the 
13 Credit Committee which latter committee normally approves all 
14 loans to members. (Credit Unions Act - section 29 (3) ) While the 
15 Board of Directors may set loaning policy affecting all loans, (e.g. 
the maximum loan permitted to any member), it does not have auth- 
16 


ority to make decisions of approval or rejection on individual loan 


applications. This authority is given solely to the Credit Comm- 


18 ittee (an elected body) under section 31 (6) of the Credit Unions Act, 
19 or to a loan officer appointed under By-law by the Board of Direc- 
20 tors. (Credit Unions Act - section 31 (8) ). 
21 Credit Decisions 
PNP 107 Each credit union has complete authority and responsibility to make 
23 credit decisions concerning loans to its own members. The League 
Central may not accept individuals as members, Only credit unions 
24 
may become members of the Central. The Central has complete 
25 Ba 4! me 
authority and responsibility to make credit decisions on loan applica- 
26 tions received from member credit unions, The League Central has 
27 no responsibility to or authority over credit unions and vice-versa 
28 in making credit decisions, 
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2 III ASSETS 

3 Collateral 

4|| P 108 Article V of the standard By-laws requires all loans over two hundred 
5 dollars ($200.00) to be secured. Further, any loan in excess of 

6 $3,000.00 above the member's shares and deposits, which are taken 


as collateral, must be secured by a first mortgage of real estate. It 


also states that the following may be deemed security: chattel mort- 


gage, assignment of wages or of other moneys receivable, assign- 


9 ment of shares of the credit union and endorsement of a promissory 
10 note. (Appendix 029) 
P 109 The most commonly used form of security is the assignment of wages, 

11 

a copy of the form being attached (Appendix 030). The legality of this 
12 

document has been proven in several courts, and attached is a copy 
13 of the reasons for judgement in an Ontario Appeal Court Action 
14 (Appendix 031). It is used only when requests for voluntary payment 
15 have been ignored and then only with the approval of the Board of 
16 Directors (By-law V, 3(d)). The assignment of moneys receivable 


(Appendix 032) is used as an alternative to the wage assignment when 


the borrower is not employed at a wage or salary. Its most common 


18 te 

use is in rural areas to secure loans to farmers. 
19 

P 110 The chattel mortgage (Appendix 033) is used mainly by credit unions 

20 

to secure loans issued for the purchase of automobiles. The chattel 
21 mortgage is placed on the automobile purchased and it is usually 
22 registered in the County Registry Office. It is the exception rather 
23 than the rule for Ontario credit unions to take chattels other than 


cars as security. Another common type of security accepted by 
credit unions is the endorsement of the promissory note by a co- 
maker, who is screened to determine his ability to repay the loan 
should it not be recoverable from the maker. The co-maker is 
also made aware by the credit union of his responsibility in signing 


the note before his signature is accepted. 
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Se The borrower may assign his credit union shares as collateral for 

a loan. Further, pursuant to section 27 (2) of the Credit Unions 

Act, the credit union has a lien on the shares and deposits of a mem- 
ber for any debt due it by him. This enables the credit union to off- 
set the shares and deposits of a member towards the repayment of 

a loan due it by him whether he has previously assigned his shares 


or not. 


Peli2 Second mortgages of real estate are also accepted as security for 
Credit Union loans, These agreements are drawn up and regis- 


tered by a lawyer after the property has been evaluated. 


Lending Practices 

iil > The only major regional difference in lending practices in Ontario 
is between the urban and rural credit unions. Whereas urban credit 
unions usually employ either weekly, bi-weekly, semi-monthly or 


monthly repayment contracts, the rural credit unions often accept 


term repayment contracts for periods up toa year. This differ- 
ence is necessitated by the variation in income schedules of per- 
sons living in these areas. Whereas the urban resident usually re- 
ceives his income at intervals of a month or less, the income of 
the rural resident often is seasonal or regulated by contracts 


which he has with wholesalers handling his produce. 


Lending Rates. 


P1l14 The maximum interest rate which may be charged on loans by 
Ontario credit unions is one percent per month on the unfpdikd bal - 
ance of the loan. This rate must include all charges and penal- 
ties, (Credit Unions Act-section 29 (2) ) The majority of credit 
unions in Ontario charge one percent per month on the unpaid bal- 


ance for personal loans. However, in some instances, individual 


credit unions charge lesser rates such as three quarters or one 
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1 
2 
Ill ASSETS 
3 
half of one percent per month on the unpaid balance. Other instan- 
4 
ces are known of rates being calculated on an annual basis varying 
5 from six to nine percent. The annual basis is mostly used by rural 
6 credit unions for term loans. 
7 vee ays) The Ontario Credit Union League generally promotes the ''one per - 
8 cent per month on the unpaid balance" rate except for term loans. 
9 Charging at this rate provides sufficient surplus from which ade- 
10 quate reserves for bad debts may be set aside. Subsequently, the 
cost of borrowing to the members may be reduced by the credit unio 
11 
paying a rebate of interest to the borrowers each year-end, from th 
12 xe 1K 
remaining surplus, after the payment of dividends to the share- 
13 holders has been made. 
14 
P 116 The rate of interest charged on mortgage loans varies from 5 1/2% 
15 per annum to 7% per annum. The average current rate appears to 
16 be about 6 1/2% per annum. 
17 gts tes 
P 117 We believe that one criteria according to which interest rates are 
18 set is the desire of credit union officers and memberships to pro- 
19 vide sufficient net income to be able to set aside adequate reserves 
20 from surplus to protect the shareholders against loss, while at the 
same time being able to pay the shareholders a fair return on their 
21 
savings. Another criteria is the desire of credit unions to have 
ye 
sufficient income with which to provide some security to their 
a3 members and families through the purchase of group insurance 
24 contracts on their loan and share accounts. In case of death or 
25 total disability of a member, the insurance pays off his loan and 
26 doubles his savings up to a certain amount, providing they were 
deposited before the member became fifty-five years of age. 
27 
Lesser amounts of savings insurance are paid on deposits made 
28 
after age fifty-five. 
29 


30 
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1 
2 
Tile pw re 
3 
4 FP Uis Naturally, the cost of operating the Credit Union, including office 
5 supplies, depreciation of equipment, rent, salaries and others, is 
taken into consideration when a Board of Directors sets the interest 
6 


rate on loans. After taking all of the above into consideration, the 


majority of credit unions are charging one percent per month on the 


8 unpaid balance for personal loans and six and one-half percent per 
9 annum on mortgage loans. 
10 P 119 Our understanding of rates charged by other lending institutions is 
11 that they vary widely. To illustrate this point, the following indi- 
12 cates what we understand to be the rates being charged by small 
13 loan companies and banks. Small loan company rates are con- 
trolled by the Small Loans Act which sets forth a schedule of maxi- 
14 
mum rates as follows: 
15 2% per month on amounts up to $300.00 
16 1% per month on amounts from $301.00 to $1,000.00 
17 1/2% per month on amounts from $1,001.00 to $1,500.00 
18 No restriction on amounts over $1,500.00 but we understand that 
2% per month is charged on loans in this category by some com- 
id panies. 
20 
1 P 120 Banks have varying interest rates dependant upon the amount and 
nature of collateral given. Some of these rates are described as 
follows: 
le Six percent per annum calculated on the minimum 
monthly or quarterly balance and charged monthly 
or quarterly. 
Zs Six percent per annum on the amount loaned and 
charged monthly. 
a Six percent per annum on the amount loaned and 


deducted from the amount loaned before the loan 
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2 
Ill ASSETS 

3 

is issued, the borrower receiving the net amount 
4 

after the interest has been deducted. 
5 It is our understanding that whereas the Bank Act sets forth the max- 
6 imum interest rate, it does not set forth how the interest is to be 
7 calculated. This permits varying methods being used and results 


in varying actual interest costs. 


9 P 121 In Ontario credit unions the Boards of Directors set the interest 
10 rates to be charged on loans as set forth under the standard By-laws, 
Article V11,4(c). Ina few credit unions, and in particular, ethnic 
11 
groups, we find varying interest rates charged on different classes 
12 of loans. As there is no set pattern among the different credit 
13 unions we can only offer general discussion on the subject. 
id Per . 
P 122 Credit unions striveto encourage their members to borrow for short 
15 terms, rather than using their savings, thereby losing the security 
16 created by the insurance on those savings. To encourage this, some 
17 credit unions offer a reduced rate of interest for loans which are 
fully secured by share and deposit accounts. Other instances are 
18 
known where reduced rates are offered on loans secured by second 
19 . 
mortgages of real estate. Other instances are known where credit 
20 unions set different rates dependant upon the size of the loan. Lar- 
21 ger loans are issued at lesser rates of interest. These credit 
22 unions find it desirable to reduce the cost of borrowing to those 
23 members whose borrowing needs are larger. 
24 
25 
26 
27 
28 | 
, 29 
30 
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1 
lV _LIABILITIES 
DE POSITS: 
3 
Beis Our 1960 statistics (Appendix 022) indicate that members' deposits 


in credit unions under $1,000,000 in assets average from 2.0% to 
2.7% of total liabilities (according to asset group), but such deposits 
6 in credit unions over $1,000,000 in assets average 12.0% of total 

7 liabilities, Members' shares (long-term savings) in the former 


group of credit unions represent from 81.8% to 83.1% of total 


liabilities (according to asset group), whereas in the latter group, 


such shares represent 75.5% of total liabilities. 


10 
1 P. 124 Deposits are permitted under Section 4 (la) of the Credit Unions Act 
and under Standard By-Laws, Article IV (1). Two classes of deposits 
12 
are commonly used by credit unions: 
13 
1, Term deposits 
14 2. Personal chequing deposits (secondary chequing). 
15 These two types are not separated in our statistics, 
16 {ae ; 
P., 125 Those credit unions operating secondary chequing accounts through 
17 the Co-operative Credit Society, are required by the Society to keep 
18 on deposit with the Society a sum equal to at least 25% of the aggregat 
deposits of the members, 
19 4 
20 ||P. 126 Deposits are normally withdrawable on demand although under By-Laws, 
21 Article IV, (2), the Board of Directors may require thirty days notice 
of intention to withdraw deposits, 
22 
23 ||P. 127 Secondary chequing deposits, as their name implies, provide 


chequing privileges up to the amount deposited, 


Rates of interest paid on term deposits vary, generally depending on 
the length of time the funds must remain on deposit. Terms are three 
or six months or one year (By-Law, Article IV, 3), and rates 


generally vary between 3 and 5 per cent, 
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IV LIABILITIES 
Two basic reasons exist for inviting deposits from members: 

1, Insufficient funds coming into the credit union by way of share 
savings to meet loan demand, Here the interest rate offered 
would have to be high enough to induce further investments by 
some members, 


2. In ethnic groups particularly the desire of the members for 


fixed interest rate investment, 


The Board of Directors is responsible for determining interest rates 
(By-Laws, Article VII, 4(c)) and the interest period and days of 


payment of interest (By-Laws, Article IV, 3). 


Without being able to support it with actual statistics, there is no 
doubt that as interest rates on deposits are raised, more new money 
is attracted to deposit accounts by members, and as interest rates 


are lowered, less money is attracted. 


SHARES 
Class - There is only one class of shares represented in the capital 


of a credit union (Credit Unions Act, Section 19). Under this section 
of the Act, the amount of each share is limited to $10.00. However, 
the Standard By-Laws Article III, 1, limits the value of each share 


to $5.00, which is the norm for Ontario credit unions, 


Trust - Shares may be held in trust by a member for a named 
beneficiary, who shall be deemed a member of the credit union only 


for the purpose of qualifying for life insurance under a group policy 


of insurance purchased by the credit union on the lives of its members, 


(Credit Unions Act, Section 2]). 


Withdrawal - In practice members may withdraw shares on demand, 
however, Article Ill, 3 of the By-laws gives the Board of Directors 
the right if desired to require sixty days notice of intention to with- 


draw shares, 


The Credit Unions Act, Section 20 (4) empowers the Board of Directors, 
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IV LIABILITIES 


in the event that the credit union has suffered an impairment of 


capital, to fix the proportion of money invested in shares that may b 


4 withdrawn, and as long as any impairment of capital exists, to change 
5 such proportion from time to time, 
6 Paks Lien - A credit union may refuse withdrawal of shares by a member 
7 if such member is delinquent in payment of a loan to the credit union}, 
8 Section 27 (2) of the Credit Unions Act provides that a credit union 
9 has a lien on the shares of a member for any debt due to it by him, 
and may set off any sum standing to the credit of such member on 
10 
the books of the credit union in or toward the payment of such debt. 
11 
P, 136 Responsibilities and Privileges - 
12} 
A credit union exists for two main purposes: 
13 
1, to-encourage thrift by members 
14 2. to make loans to members 
15 A good shareholder then is a member who saves what he can in the 
16 credit union, with the intention of building up his savings indefinitely, 
7 If and when he needs to borrow he leaves his savings intact, and 
borrows from the credit union, He does not withdraw his savings fo 
18 
the sake of obtaining a higher dividend elsewhere, but leaves them i 
19 the credit union to be available for loaning to his fellows at a reason 
20 able rate. Among his responsibilities is that of attending the Annual 
8 Pp 
21 Meetings (and Special membership meetings) and exercising his 
22 franchise as a shareholder and part owner of the credit union, 
23 P, 137 Liability - A member is not liable to the credit union for shares sub 


scribed for in excess of the amount actually paid thereon, (Credit 


Unions Act, Section 20 (3)). 


me, 138 Rate of Withdrawal of Shares - 
The continued steady growth of credit unions, and of the average 
investment of members indicates that the withdrawal of shares in a 


credit union is almost always exceeded by the investment of new money 


Aaya 


ft ees 


to inemitisqut! os boteline est nolmy tibers sli iedt jneve odd oi 


id yer ded! novade of boleawal yenor: to mofttoqotg oft xitvod fetiqso | Per s4 
pene. 0} , ateixe Istigss to tromilsqoi yas es gol es bas ,awetbriiw | 
wy pay 3 -ontit of snmlt croxt moitegoty dove Iba: 
heat | ni j : 
redimremt 6 we nasal 1 fawertbdjiw savie1 vant notny Nbets A ~ oil eel .F iP | 
. =) f | | ; 
iB | 4 
Pest jtheto edt of aso! s to imamtyeg ni tasupaitob al ari dowe u i 
i 4 i 
moles bart 8 jedi} eobivotq toA enoinU tibet) ont ad (sy vs goluwe ‘tg ip 
| emmid yd dt o3 sacks idebh yas sol tederem s to eorsde oi oo msi] s asd i * 
: i 
Hip j 
noe tedeaonn done to tibaxo off of gnibnasia crve vows ito tee wert bas © Ui) 
| jor 
| .jdeb dows to teremysg oft brswol to ai moins tibeto elt ta axood ont j | 
j | | uw 
he - asyolivird bas esitilidianoges A d€L 6X oe 
| | WARE 
wmesogtug sism owt tot eleixe noinn dibsero A fei 1 
ner (fer 
aredriem \d Jlinds sgsrwoods;of i f 
avodnrem of ensol exsmiot BE 
edi si ogo od tsdw eevse onw tedsron: 6 ei melt robledstsde boog A « Pat 
iwietinilebmat egnives eid qu gaiblind lo soitmeini edi diiw .noinu bet. © | yt 
bas ,josiat eguiveer sid esvas) sd woriod oj ebsen of oodw bas H } ty 
ot ageivas aid wethdiiw tom eoob oH noisy tibero adi mort ewortod ; 
rie . i ae BI 
Hi cned} eevsal ind ,stedwoeelo brobivib todgid 6 gainisido to sAse ont : 
gqoesst 6 is ewoljiel aid of gainsol «ot sldsliavs sd ot soto Jibsto edi i pa 
| Five | 
jisuanA edt gaibrotin to tad! ei seltilidiesoquet eid gnomA ,etst sids Os | 


sid galeinrexe bos (agmitcem qiilersdmian Istoeqe bas) egoitseM 


 «fteing Hibeto edi te temwo Ixsqg bas weblodeisde 6 es oeidonsst 


idus astsne sot noinu tibets edt of sida! jon ei redeem A ~ yiilidsid 


| tiboxd) .cooteds bisg Wisuins Invomts ont to exgsxe oi 10} bediza 


| ; «((€) OS moftoo® ,i9A sroinU 


he + astede to lewetbdtiW io 38H 


ati 
> iq 


he 
* egiecate pits to bas .aaolny tiboso to diwotg ybsets beumitiros oAT 
ia w ‘ 
| 2 ai estes to eateieiieine aa eds asisvibni Slain aidh lo inenitesvai 


1 wen to tnemiseval sii yd bebseoxs eyawis teomls al pry hens 
Ane 18) cik oh) eeraw ‘ j tithes? att 


Pe 


139 


Nethercut & Young 


Terente, Ontario A755 


IV _LIABILITIES 
in shares, Most credit unions encourage members to take a loan 
rather than withdraw shares, and where a loan exists, shares up to 


the amount of the loan are usually accepted as collateral and are 


therefore "frozen", 


Rates of Return 

Dividends paid on credit union shares commonly vary from 3% to 

5 1/2%, the commonest rates being from 4% to 5%. Our 1960 

Statistics indicated the following: 

Assets over 

$1,000,000 Average dividend of 15 Credit Unions - 4,4% 
500,000 Average dividend of 36 Credit Unions - 4,15% 
150,000 Average dividend of 90 Credit Unions - 4.4% 


50,000 Average dividend of 133 Credit Unions - 4.3% 


Without being able to substantiate the point, we would say that invest- 
ment by members in shares of the credit union is increased somewha 
when dividends are raised, and perhaps also the reverse is true, 
However, it should be borne in mind that many credit union members 
belong to only one credit union, and they support their own organiza- 
tion by investing their money in it, not regardless of dividend rates, 
but less influenced by them as are individuals who are looking for the 


highest return possible on their money, 


Proportion of Liabilities 

Shares have formed by far the largest part of credit union liabilities 

in Ontario for the following reasons; 

1. Shares have always been regarded as the fundamental ''capital' 

of a credit union, and as the members own the organization, 
it seemed natural to express that owhabenif by investment in 
shares. Deposits were regarded as secondary, being 
introduced for personal chequing service or to attract more 


new money than shares were providing, 
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D a ec bas teen 


2, Members investing in shares, share a common liability - to 
3 ; 
the extent of their shareholding, whereas depositors are 
4 preferred creditors, Credit union philosophy suggests to us 
5 that a preponderance of shareholding over deposits is more 
6 in keeping with the credit union idea, 


3, The fact that shares form the major part of a credit union's 
liabilities results in larger allocations to the Guarantee Fund, 


Deposit interest is usually charged as an expense, thus 


9 reducing net profits on which the 20% statutory allocation to 
10 the Guarantee Fund is based. Dividends on shares are of 
11 course a distribution from Undivided Earnings (net profit plus 
accumulated surplus), 
12 
13], P. 142 Security against Loss 
14 At the present time there are no arrangements in Ontario for the 
insurance of deposit and share liabilities of credit unions, This 
15 
League does not feel that such insurance is necessary, because of 
16 . . . . 
the existence of other means by which credit union members are given 
17 a considerable measure of security against loss, as indicated below: 
18 
By 143 1 Stabilization Fund 
19 
Prior to the establishment of this fund in 1961, the League had ona 
20 number of occasions assumed the burden of stabilization service to 
21 credit unions by provision of technical assistance, merger techniques, 
22 sale and purchase of assets and other methods, 
23 P, 144 The affiliated members of the League at the Annual Meeting held in 
24 March, 1961, authorized the Board of Dinectoine to institute a 
25 Stabilization Fund in the manner outlined hereunder: 
i That a fund be established to be known as the Stabilization Fund, 
26 
for the purpose of 
27 | ae ES 
(a) making loans, advances or grants-in-aid to participating credit 
28 unions that, in the opinion of the board are in financial 
29 
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difficulties and require assistance from the fund in order to 
maintain their solvency and to meet claims of their members 
for withdrawal of their shares and deposits in the ordinary 
course of business; and 

assisting participating credit unions which are in the process 
of liquidation as a result of financial difficulties and are 


unable to meet from their own resources the claims of their 


members for withdrawal of shares and deposits, by paying to 


such credit unions sums in lieu of their losses as the board 


deems fair and reasonable, 

That the fund be administered by the Board of Directors, 

That any credit union that is a member of the League be 

entitled to participate in the fund upon making application and 

paying the prescribed contributions, 

That participating credit unions be required to invest in the 

fund one half of one per cent of their shares and deposits or 

such lesser sum each year as may be determined by the 

Directors from time to time; that such sums will be treated 

as an investment by the credit union and which will be 

increased by earnings of the fund and decreased by any losses 

of the fund, 

That moneys of the fund not being used to assist credit unions 

be invested or deposited with the League Central or invested 

in such other investments as the Directors may determine, 

That the Board of Directors be authorized and empowered from 

time to time to make regulations for the following purposes: 

(a) setting forth the circumstances under which the fund may 
be used to assist credit unions and how it is to be used; 

(b) relating to the deposit of money by participating credit 
unions; the amount of the annual investment.to be made 
by participating credit unions; the adjustment of the value 


of the credit union investment in the fund each year; and 
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for furnishing each credit union with a statement each year 
and a valuation of its investment in the fund; 

(c) the circumstances under which a credit union may withdraw 
its investment in the fund; 

(d) for the return to each participating credit union of its invest- 
ment in the fund on a revolving basis; 

(e) fixing a date on which the fund shall be established; and 


(f) such other matters not inconsistent herewith which may from 


time to time be necessary for the operation of the fund, 


Control of the Stabilization Fund is vested in the League Board of 
Directors who have authorized a committee to administer the fund, 
Membership in the fund is voluntary and available to all Ontario credit 
unions who are members of the Ontario Credit Union League Limited, 
On September 9th, 1961, the Board of Directors determined that credit 
unions desiring to participate in the Fund would be required to invest 
on the basis of one-tenth of one per cent of shares and deposits as of 


December 3lst, 1960. 


At this time there had been no consideration given to the method of 
accepting new credit unions who were not operating in 1960, or 
existing credit unions which had not participated in the Fund in its 
first year. A subsequent Board of Directors meeting held February 
3rd, 1962, determined that the Fund be maintained at one-tenth of one 
per cent (i.e. investment be made by participating credit unions on 
the increase of Shares and Deposits from December 31st, 1960 to 
December 3lst, 1961 and each year thereafter, but only on the 
increase), Additional credit unions wishing to participate would be 
required to invest at the same rate based on Shares and Deposits as 


at the previous December 3lst. 


By December 3lst, 1961, 485 Credit Unions had applied for partici- 


pation in the Fund and were accepted by the League Board of Directors, 
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having invested $73,439.13, These funds have been re-invested in 


3 the League Central, and subsequent to the League Annual Meeting, to 


be held in March 1962, a financial statement will be forwarded to each 


iN 


participant of the Fund, 


wn 


ai 148 There have been no demands made against the Fund as at the date of 
this brief. The League Board of Directors has determined that every 
effort will be made to obtain 100% participation of affiliated credit 


unions during 1962, and succeeding years, 


9 
» 149 2 Control and Supervision 
10 
Members are further protected from possible loss by the various 
11 aoe 
controls and supervisory procedures detailed in paragraphs 66 to 73 
12 above. 
13 
50 3 Guarantee Fund 
14 , ; : 
The Guarantee Fund, detailed in paragraph 200 below, is designed to 
15 absorb losses which otherwise could impair the equity of the members 
16 in their credit union, 
17 ' 
“ee: 4 Delinquency Control 
18 As excessive delinquency on loans may impair the members! equity 
19 in the credit union, strong emphasis is placed on delinquency control. 
20 The Board of Directors decides what action is to be taken to collect 
delinquent accounts, and the Treasurer is responsible to see that the 
21 
Board's instructions are carried out. Most credit unions have a 
22 
delinquent loan committee, composed usually of several directors and 
23 members of the Supervisory Committee, This Committee works in 
24 close co-operation with the Treasurer. 
25 ee : | 
e152 In addition to personal contacts by members of the delinquent loan 
26 committees, many credit unions are in the position of being able to 
27 file Wage Assignments where it is considered desirable, Further, 
28 the use of collection agencies is extensive amont credit unions, This 
League offers to its members the services of ''Canada Bonded Attorney 
29 
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3 and Legal Directory", This service involves preliminary action 


4 against delinquents prior to possible legal action, 


5 Pa l53 The Department of Insurance requires that all loans on which no pay- 
6 ment has been received for six months (except where no payment wa 


7 due) be covered by the Guarantee Fund, 
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1 
2 V_RELATIONS WITH OTHER FINANCIAL INSTITUTIONS 
3||)P. 154 Section 4, (1) of the Credit Unions Act outlines the primary objects of 
4 a credit union as follows: 
t "Credit unions may be incorporated having for their object and purpose|, 

a) the receiving of moneys on deposit from members and as payment 
6 

for shares; 


the making of loans to members with or without security for 
8 provident and productive purposes", 
iP, 155 These savings and lending services are provided in each credit union 
10 to a specific group of persons as authorized under the terms of its 
11 corporate charter and the Credit Unions Act. Section 8, of this Act 
12 describes the membership limitations as follows: 
1B "The membership of a credit union shall be limited to persons having 
a common bond of occupation or association or to persons within a 
14 
well-defined neighbourhood or community", 
iS 
P. 156 The services offered by credit unions to their members duplicate in 
16 
part those services offered by financial institutions which accept 
17 . 
moneys in the form of either savings or deposit accounts (mainly 
18 chartered banks and trust companies), or by those financial 
19 institutions which provide consumer cash credit in the form of 
20 installment loans (mainly consumer finance companies and chartered 
banks), A few credit unions with funds available in excess of the 
21 
consumer credit needs of their members, grant residential mortgage 
22 
loans at rates which are competitive with other mortgage lenders, 
ee The primary lending field of a credit union is in meeting the consumer 
24 credit needs of its members with installment loans for provident and 
25 productive purposes. Some of these loans will be used to purchase 
%6 durable goods, the sale of which would be otherwise financed through 
an Acceptance or Sales Finance Company. Ina similar fashion credit 
27 
union loans provide an alternative to the members' use of such forms 
28 ' 
of consumer financing as charge accounts, deposit accounts, revolving 
¢? credit accounts, and credit card financing, The member who purchase 
30 
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V_ RELATIONS WITH OTHER FINANCIAL INSTITUTIONS 
2 goods or services with the money he has borrowed from his credit 
3 union, may often receive a cash discount on the list price of such 
4 goods or services, 
SP. 157 A strong factor which attracts and retains potential members in the 
6 credit union, is the common bond concept, where services are provided 
7 to a limited specific group of persons, as compared with financial 
‘ institutions whose terms of incorporation allow for the provision of 
services to the general public . Educational activities within the 
9 
common bond can be very effective, giving to the members an under- 
10 standing of their position and prerogatives as shareholders, depositors, 
11 or borrowers, 
12 here. oe 
4 158 Credit union philosophy and principles attract many competent leaders 
13 who generally serve as unpaid voluntary officers, Some members eithe 
14 serve as officers, or use the services of the credit union, with the 
15 | firm conviction that the credit union idea is a practical expression of 
16 the Biblical injunction: 'Do unto others as you would have them do 
unto you’, Others are motivated to support the services of the credit 
af 
union with the desire to promote mutual assistance in the field of 
18 family financial needs, These and similar convictions stimulate 
19 member patronage and also have a positive effect on credit union 
20 growth, 
ai} 159 The bulk of members! savings in Ontario credit unions are shown by ou 
22 1960 statistics to be in the form of share capital. (Appendix 022), 
23 Shares denote member ownership, voting. power, the right of discus- 
sion at the annual meeting, and an annual dividend based upon net 


earnings after provision for statutory reserves, Pride of ownership, 
the statutory right of each member who has attained his majority to 
run for office, the democratic principle of one member, one vote, are 
some of the intangible factors which place the credit union ina 

rable position for receiving both the savings dollar and the loan 


favou 


business of its members. 
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1 
2 V_RELATIONS WITH OTHER FINANCIAL INSTITUTIONS 
3 P. 160 In the discussion which follows regarding some of the forms which 
competition takes between credit unions and other financial institu- 
1 tions for the savings dollar and the loan business of credit union 
5 members, we are able to speak of the operations of other financial 
6 institutions only in a general way, based upon our impressions of 
7 what these other institutions appear to be doing. We have statistical 
8 information regarding Ontario Credit Unions, as well as a specialized 
knowledge of their operational methods, but similar information 
; regarding other financial institutions in Ontario is not available to us 
10 in such detailed form at this time. 
11 
P,. 161 Rates of Interest Paid on Savings 
12 fees rl 
Where term deposits are accepted by Ontario credit unions, the rate 
13 of interest generally paid varies between 3 and 5 per cent per annum, 
14 Terms are three to six months or one year (By-Law Article IV, 3). 
15 The Board of Directors is responsible for determining the rate paid 
16 (By-Law Article VII, 4 (c)), as well as the interest period and days 
of payment of interest (By-Law Article IV, 3), Our 1960 statistics 
H indicate that members! deposits in credit unions under $1,000,000 
8 in assets average from 2% to 2.7% of total liabilities (according to 
19 asset group), but such deposits in credit unions over $1,000,000 in 
20 assets average 12% of total liabilities, 
21 P, 162 Share capital forms the bulk of members' savings in Ontario credit 
22 unions, Dividends paid generally vary from 3% to 5 1/2% with the 
23 commonest range between 4% and 5%, Our 1960 statistics indicated 
24 the following: 
Assets over Average dividends 
25 Perma & 
$1,000,000 of 15 credit unions 4.4% 
41 $ 500,000 of 36 credit unions 4,15 
27 | $ 150,000 of 90 credit unions 4.4% 
28 $ §0,000 of 133 credit unions 4, 3% 
163 We understand that trust companies generally offer a savings service 


ee MAUIT AAHTO HTIW 20! 


a Se ee ae me ces ere te pale tn p ayia ear —— ee ot ee 


doidw eovrot sit to "hela gaibusyst ewollot doitw adieeuseib Uy af” 


E -olisasi Isionsnt? tonio ta enoinu jiberd nsewied eadst Reiss cabs) 


oye 


i oiny tibet. to eeoniaud nso! oi bas tellob egcivse ant $0? enold . 


Istonsnit xedto to qeolisrsqe od3 to Asege od sida Sts ow yetedment : cnt 
ol 40 anoieeexgeni <0 soqu beeed ,yaw Istemeg 6 sti \ino anole nal 
Jaotieiiane 99 expa, aW .paiob sd 93 tB9qqs anoliudijeni tonto eae jew 
silsinege s as iow es ,enoisU tibet) oitaisO goibtragey noiismrtoini 

: sottsmrrotei talictie jud ,ebosdiorn Isnoiisteqo xiedi to sghelwond 


a o? eidsiisvs jon ai olrsinO mi esoituilteni Islonsatt rerio goibtsget 


,omtit eirlt te mrvot belisteb dove oi 


egnivse so bisG tesrteinl to ota al 


ex sit ,anoinu tibero oissinO yd betqsoos ov eiivoqsb mtsd s1sdW 
musts tog iaeo tog ¢ base € ssswisd seitav bisq \Jis1sn9g jastedsi to 


: o(& , VI sfolitA wet-ya) assay emo to eficom xie o} esrdi ors emrreT 


-bisg sist act gaimionrroteb <0] sidienogest ei exaije7lq to bisof sAiT 


ica bre botseq teetetdt od} es Ilow as ,( (9) * (TV rere weil-vi) | 
) eoiteiisia OOP! wO .{€ , VI sfoitré we.l-ya) isoteiai to Inemysq to 
. 000 ,000,12 rebax emoinu tibeto mf atieogeb 'ersdmrent tad? ejsoibai 
i @ 


o} yattbteo 24) esitilidsts Jsioi to &T.S of WS mort sgstevs eioens at 


ml 000,000, 18 t9v0 esoiny tibe19 ai etisogeb dove tud ,(quotg jouns 


ratte saeltilidsil Istot to SI sgstevs aloees 


tibota oitataO oi egmivse 'etedorom to Afud edi envio Istiqes o16de 
. 

ont Atiw WS\i @ of WE moti yrisv yiletsaey bisq ebasbivid ,anoiny 

:gniwollol ori 


xevo aisecd 
etapa eemsamene | 


000,000,12@ 
| 
900,008 @ 
Rip efiae | | 
by anoiny Hiber2 09 do 900,081 @ 


y, 4 19 h= ree 


EB nolan sibxo EEL 29. oo 004982 


Nethercut & Young 
hi renle, Ontario A764 


1 

V_ RELATIONS WITH OTHER FINANCIAL INSTITUTIONS | 
$ which includes personal chequing privileges. Interest paid on savings 
3 in this category, we understand, would normally be in the vicinity of 
4 3 1/4 to 3 1/2 per cent, computed on a minimum quarterly balance, 
5 and compounded half-yearly, Guaranteed savings or investment certi- 
6 ficates are also offered to attract longer term savings. The interest 


paid on such certificates would perhaps range from 4,0% on a certi- 


ficate held to a two year maturity, up to 5.0% ona certificate held to 


8 a five year maturity, 
9 
P. 164 We understand that it is a general practice among chartered banks to 
10 
offer a savings account service which includes personal chequing 
i1 privileges, The interest rate offered on savings accounts, as wellas 
12 the terms of computing such interest, is determined by the individual 
p 8 y 
13 bank, We understand that it is the usual practice to compute the 
14 interest on the minimum quarterly balance at the rate of 2 3/4% per 
annum and to credit such interest to the individual savings accounts half- 
15 
yearly. 
16 
P. 165 From the above discussion, it would appear that credit unions are in 


a favourable position to receive the savings dollar of their members 
18 . , 
where the rate of interest paid on savings, as compared with that paid 
19 by t rust companies and chartered banks, is the sole factor to be 
20 considered, 
a 
P. 166 Interest Rates Charged 
22 Section 29 (2) of the Credit Unions Act states the maximum rate which 
23 a credit union may charge as follows: 
24 "Interest together with all charges and penalties shall not exceed 1 per 
cent per month on the unpaid balance of the loan", Article VII, 4 (c) 
25 
of the Standard By-Laws states, in part, that one of the duties of the 
26 


Board of Directors is to "determine, from time to time, interest 


Hatéacd red ca thh< een maximum rate permitted under the Act is held 
28 to be equivalent to an effective rate of 12% per annum, This is the rate 
29 in general use in Ontario credit unions. Those credit unions which 


30 
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Y_RELATIONS WITH OTHER FINANCIAL INSTITUTIONS 
at the discretion of the Board of Directors charge a lesser rate, will 
show rates ranging from an effective rate equivalent to 6% per annum 
up to an effective rate equivalent to 9% per annum, The premiums pai 


for group insurance on both the loans and the savings of the members, 


are paid for out of the interest collected on the members' loans, 


It is general practice that one rate set by the Board of Directors be 
applied on a universal basis to the personal loans of the members, 
although there are some credit unions which vary this rate according 
to the type of loan, Many credit unions return a rebate to the borrowe 
in good standing, usually expressed as a percentage of the interest he 
has paid throughout the year, which thus reduces the cost of his 
borrowing, Rebates vary within a range covering perhaps 5% to 25% of 
the interest paid, This rebate, when paid, is always in addition to the 
dividend paid to the shareholder, Where residential mortgage loans 
are granted, the rate charged ranges between 5 1/2 and 7 per cent per 


annum, 


Small Loans Companies, also known as Consumer Finance Companies, 
or Money Lenders, are in the primary business of providing cash credi 
in the form of installment loans, The Small Loans Act, which is a 
federal statute last revised in 1956, governs the activities of such 
lenders, in respect to loans not exceeding $1500.00. Following is a 
schedule of permitted rates of charge within the legislated range: 

2% per month on the part of the loan balance up to $300.00. 

1% per month on the part of the loan balance between $300.00 and 

$1000.00. 

1/2% per month on the part of the loan balance between $1000.00 and 

$1500.00. 
Where such companies make loans in excess of $1500.00, it is our 
understanding that the rate of charge is at the discretion of the lender, 
is applied to the entire loan, and often runs at 2% per month on the 


unpaid balance of the loan, 
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V RELATIONS WITH OTHER FINANCIAL INSTITUTIONS 


3] P. 169 


It is difficult to present a clear picture as to the rates of charge 

4 which are in effect on the personal loans made by chartered banks. 
Although the Bank Act defines 6% per annum as the maximum rate of 
charge allowable on personal loans, different methods of calculation 
of this interest lead to different effective annual interest rates, One 


type of personal loan has been estimated at an effective annual rate 


8 of 11.5% and another at 10,5% on loans repaid on an installment basis, 

9 Such factors as discounting of the loan proceeds, method of repayment 

10 collateral offered, and term of loan, all have a bearing on the rate 
charged, 

11 

12 12h AG, From the above discussion, it would appear that credit unions are in 


a favourable position, as far as rates charged to borrowers are 


13 
concerned, 
14 
15 rele serial Charges Made For Services 
16 Under the requirements of Section 29 (2) of the Credit Unions AS ty 


per cent per month on the unpaid balance of the loan is the maximum 


allowable charge to the borrower, and must include interest as well 


18 as all charges and penalties, Ancillary services provided, such as 
19 Loan Protection Insurance on the loans of the borrower, are paid for 
20 out of the interest collected on the members' loans, Ina similar 
1 fashion, the Life Savings Insurance covering up to $2000.00 of the 
member's savings is also paid for from the interest collected on the 
22 
members' loans. 
23 
94 | ° 12 Small Loans Companies charging the maximum permitted rates of 
charge on those loans within the legislated maximum of $1500.00, may 
25 
not assess the borrower with additional charges or penalties, Credit 
26 , | 
Unions and Small Loans Companies are the only legislated lenders 
27 who offer loans, the interest on which is computed at definite monthly 
28 rates on the unpaid balance of the loan, Prepayment of such loans is 
29 to the advantage of the borrower as he pays only for the use of the 


noney until such date as the loan is paid off, The rates of charge, 
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and method of computing these rates, can vary however, at the 
discretion of the Small Loans Companies which make loans in excess 
of the legislated maximum of $1500.00. Where such loans are made 
on a discount basis, prepayment by the borrower does not mean that 
he will always receive a rebate in proportion to the unexpired balance 
of the loan contract. In this fashion, prepayment may mean that a 
borrower is paying considerably in excess of the contracted rate of 


charge which he would have paid if the loan had been repaid in regular 


installments up to the date of maturity of the contract, 


We understand that the credit life insurance offered by Small Loans 
Companies is usually at an additional charge to that which the borrowe 
pays for his loan, In the case of the personal loans made by chartere 
banks, we understand that the cost of credit life insurance may or ma 
not be included in the cost of the loan, at the discretion of the lender, 
Credit unions, as mentioned above, pay for both Loan and Life Saving 
Insurance from the interest collected on the members! loans, and do 
not assess the individual members for thiae group insurance premiu 
We understand that in the case of personal loans received from a 
chartered bank, that some banks have a minimum service charge in 


effect, which is assessed on the borrower who repays in advance of 


contract or takes out a small loan for a short term, 


SERVICES OFFERED 


Credit Unions operate in accordance with the phrase; 

"Not for profit, not for charity, but for service'', Through their for 
services, credit unions aim to promote thrift amongst their members 
with thrift being defined as the wise management of one's resources, 
Encouraging the members of the credit union to establish a regular 
savings programme by providing a convenient place to save, is the 
primary service of a credit union, These regular savings are made 
very convenient in the industrial credit unions where management has 


granted the privilege of pay-roll deduction, A second aspect of thrift 


ont) A ise ¢ 


~ om ts _sovoworl sv 189 ,~2oiet seadt gel thaee ents 1o bediom bas 
ii Srltt® } ij = 


anooxe ni emsol onsen, Paes esinsqmoD easol Hect2 of? lo noiteroeib ¥ 


ober atk ensol dome ‘otedW +00. onere to mivcrixsert botatelge! ond to 


‘ i "7 
4 M8 S0tt dew e90b tawatiod siti ee loererysqetg , mine invoselb & 10 


soasiad beviqxenu oft of soitteqotg ni stsdot s ovisoe% hereuls iw He 


oe i . a J f 
] } 6 jedi mseoc ‘weer insorysqetq ,doidest eid? al .Josxtmoo sol sd} lo 


4 he, 
to ote betasyinos edi lo ees2xe ti videtsbienos gaivsq Bi taworro0d 


sluge1 mi bisqox naod bed msol ont Ut bisq ovsd bluow ed dotdw sgtedo 


wtosttnoo old to Winutsm jlo ateb ot of qu einem sian 


ensol Iisex® yd barstto sonstuert sit! sibero old jeft boatetobau 9W 
vetted ed’ doidw ist of ogtado Iscohtibbs as ts Wisvew ef asimsqric) 


oe 


tettads yd obsot emsol laseeteq edi to 9860 end nl nso! aid tol aysg 
vies vo Yeet somsiveni oll tiboto Io teoo ort jady basietobay sw ,sansd 
robes! ait to doitotoeib edt ts ,aso!l art to deoo ont si bebwloni od ton 
ee stid bes asol dtod toi ysq ,svods benoliasm sa ,smoinn tibet), 
oe bas ,edsol 'atedarsn: odi ao bejoslioa cess aly cont eomesuectl 


iKimetg sotaivent quotyg seed) 101 exsderem Isubivibni oft exsees ton 


| 8 mort beviesex easol Ianoeteg Jo 9889 edi oi jedi bostersbay oW 


to eonsvbs oi aysqox odw towortod sit no bosesses ei daidw ,jo9tte 


~orret trode 5s tol nso! Il sare, 6 jyo esAst ro Jostianos 


QaAATIO edolv ade 
ie seastdg end diiw sonshrooo8 ni sistego enoinU tibet 


lttot tied? dguoidT ."'sofvese rotted ,yiitado tol jon ,Jitotq tot toVl" 


aster & deifdsiae ol goinu libero ed? to ersdotem odt grigstu0oona 


oi sgtsdo svivise mucticior 6 sve elasd orroe isdi aed boteirsda 


odd ai ,ovee of goslq Jasinsvaeo s gaibiverq yd smomrsigetg egnivse 


Nethercut Young 


Terente, Ontaric A768 


V_ RELATIONS WITH OTHER FINANCIAL INSTITUTIONS 


a a i a a ae ae ee a a ee ee 


2 igs promoted by the second formal service offered, that is the lending 
3 service of credit unions, Members are offered loans for provident 

4 or productive purposes, with the stress being on the wise use of the 

5 member's credit, Family Financial Counselling, is now becoming 

: recognized as a needed service, and has been adopted as a formal one 


by several credit unions, The individual member is given advice on 


his financial affairs, and mass counselling of the general membership 


8 in the principles of money management is encouraged, 
9 
Peet An ancillary service, the provision of both Loan Protection and Life 
10 Savings group insurance contracts, is in general use in Ontario credit 
11 unions, Loan Protection Insurance pays off the member's loans in 
12 the event of his death prior to age 70, or his permanent disability be- 
fore the age of 60, Life Savings Insurance provides life insurance 
13 g g P 
generally up to the first $2000.00 of the member's savings, dependant 
14 
upon the age of the member at time of deposit. (Appendices 034 and 
15 
035) 5 
16 
P, 176 In Ontario, some credit unions offer deposit accounts for personal 
17 
chequing (negotiable orders), (See paragraphs 191 to 196), 
18 
Bey le7 Small loans companies are also in the lending field but offer no comp- 
19 
etition for the savings dollar of the credit union member, A credit 
20 
union with limited assets may be unable to meet all the personal loan 
21 requirements of its members, In this instance, Small Loans Comp- 
Zz? anies may attract member business more readily than otherwise, 
23 , 
P, 178 Trust companies attract the savings dollars of their customers throug 
24 savings accounts to which personal chequing privileges are attached, 
d banks provide similar savings accounts, and also current 
25 Chartere P 8g 
26 account services, Only a limited number of Ontario credit unions offe 
/ deposit accounts for personal chequing (negotiable orders), 
27 
28 || p, 179 Competition exists between banks and credit unions in the personal 
29 loan field, One chartered bank has been in this field for over 30 yearg, 


30 
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At least two other chartered banks have come into this field quite 


aggressively since the Bank Act was changed to allow the placing of 


4 a mortgage on the personal chattels of a customer as security for a 
5 loan, We have no available Bank statistics with which to make a 
6 considered comparison between the outstanding personal loans in 


chartered banks and those in Ontario credit unions, 


8 LOCATION OF OFFICES AND HOURS OF BUSINESS 
9 iP. 180 There is a variety both of office locations and of hours of business to 


be found in Ontario credit unions, This follows from the diversity to 


10 

be found in both types of credit union and in size of assets, By type, 
i1 . a ee: oor 

we have occupational, associational, and residential credit unions. 

Pp 

12 Assets vary from the newest credit union with a few hundreds of 
13 dollars, to the largest ones with assets in excess of $10,000,000. 
14 New credit unions usually begin operations with unpaid, voluntary 

help, and are open for business once a week for perhaps two or three 
15 Po Pp Pp P 

hours, A new credit union in an industrial group usually locates its 
16 

office in a convenient part of the plant, in space provided by manage- 
17 ment, where confidential business can be discussed, A new church 
18 credit union usually locates its office on church property, and is open 
19 for business on one evening during the week which is convenient for 
20 the members of the congregation, Other associational types of credit 

unions, such as labour union or ethnic groups, locate their offices 
21 

where most convenient for the members, and have limited office hours 
22 ’ a, ene 

at the start, A new community credit union might open its first 
23 office in the home of the Treasurer, with the intention of renting a 
24 convenient location in the town when such an expense can be justified 
25 out of earnings. As a credit union grows, it usually pays rent for its 

office location, as soon as is practicable out of earnings, and engages 

< 26 
: part-time and then full-time employees who will keep the office open 


for longer hours. Some industrial and some community credit unions 
28 pen for business daily, while others are open two or three times 


are o 


29 a week, Some industrial credit unions as they expand, locate in 
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premises near the plant, which premises are either rented or owned 
by the credit union, Some community credit unions also operate 


their businesses ona regular daily schedule in premises owned by 


the credit union ; 


Small Loans Companies have for many years located in rented 
premises which are in an upstairs location. We have noted a few 
office locations in recent years at the street level, but these are 
mainly in suburban areas where lower office rents prevail. It would 
appear that office hours are fairly standardized, with a 43 hour week 
in effect, which includes five 8 hour days and either one evening or 
Saturday morning opening per week, During the pre-Christmas 
season both one evening opening and a Saturday morning opening 


may be in effect, 


182 It would appear that many Trust companies have office hours of 
approximately 40 hours per week, Evening or Saturday morning 
openings vary with the office location, and are determined by the 


desire to give customer service at the times of heaviest traffic flow, 


183 Chartered banks have standardized their business hours in recent 


years so that most branches are open to the public from 10.00 a.m, 
to 3,00 p.m., Monday through Friday, with an additional opening on 
Friday afternoon from 4,30 p.m, to 6.00 p.m, A few suburban 
branches have recently started an experimental Friday afternoon 
opening which tas from 4.30 p.m, to 7.30 p.m., presumably to 


meet competition from Trust companies, 


184 Rate of Growth 


Several of the factors which have influenced the rate of growth of 
Ontario credit unions over the years are as follows; 
1, Effective legislation which has been revised at intervals to 
meet changing requirements, 


2 A strong League, which has both serviced and promoted the 
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V_RELATIONS WITH OTHER FINANCIAL INSTITUTIONS 
welfare of credit unions for many years. 

4 3, The desire by many volunteer credit union officers to bring 

5 the benefits of the credit union idea to others, and their 

resulting efforts to organize new credit unions in conjunction 

with League staff, 


4, Bffective educational activities within the common bond of 


established credit unions, which has attracted potential 


9 members to the use of available services, 


10 5, More disposable personal income available to more workers 
with progressively higher wage scales, has led to more savings 
over the years, some of which are channelled into credit unions, 

6, An increasing demand for consumer credit has led to.an 
increasing use of the loan facilities of credit unions as well 
as those of other financial institutions, particularly within 
the last decade. 

7. An adequate return on savings anda reasonable rate of charge 
on loans, have both helped to expand the use of credit union 
facilities, 

8, The regular use of the services offered, on the part of many 
credit union members, because of sincere belief in the merit 
of both credit union philosophy and principles. 

9, The strong support given to credit unions in recent years by 
many persons who are ina position to assist or influence their 
organization and growth, such as church leaders, industrial 


management, labour union leaders, leaders of ethnic groups, 


etc, 


PF LBS The majority of Ontario communities have other financial institutions 
which provide similar services to those offered by local credit unions. 
Credit unions temporarily unable to meet member loan requests at 
periods of peak seasonal demand, may find that some of their members 


patronize the lending services provided by these other institutions, 
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2 V RELATIONS WITH OTHER FINANCIAL INSTITUTIONS 


P,. 186 The bulk of personal savings is still held by the chartered banks, We 


have no accurate statistics regarding the rate of growth of other 


4 

institutions, but understand that in the past five years the rate of 
) growth in personal savings is highest among credit unions, followed 
6 by trust companies and chartered banks in that order, 


Py 87 Summary 


We wish to stress that relations between credit unions and the other 


9 financial institutions mentioned are good, Chartered banks are the 
10 institutions most widely used by Ontariocredit unions as the depositor 
rl for their current accounts, Ethical, legislated, Small Loans comp- 

anies generally co-operate well with credit unions in establishing 
12 
credit ratings, Trust companies have little direct dealings with 
13) credit unions, but as in the case of the other institutions mentioned, 
14 have their own worth-while place in the economy, 
15 
PROPER FIELD OF ACTIVITY 
16 P. 188 Section 4 of the Credit Unions Act outlines the basic objects and 
17 ancillary powers of Ontario credit unions which come under the pro- 
18 visions of legislation: 
(1) Creditunions may be incorporated having for their object and 
19 
purpose, 
20 
(a) the receiving of moneys on deposit from members and 
21 as payment for shares; 
22 (b) the making of loans to members with or without security 
23 for provident and productive purposes, 


(2) As incidental and ancillary to the objects set out in subsection 
a credit union may, 
(a) make loans to other credit unions; 
(b) deposit moneys with and make loans to any ieague 
incorporated under section 53 or a predecessor thereof 
so long only as the amount so deposited or loaned does 


not exceed 25 per cent of its share capital and deposits; 
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V_RELATIONS WITH OTHER FINANCIAL INSTITUTIONS 
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(c) subject to confirmation by its members at an annual 
3 
or special general meeting, make donations and gifts 
4 out of its surplus income or any undivided earnings, 
5 other than the guarantee fund, for the purpose of advan- 
6 cing the interests of the credit union or of credit unions 


generally. R.S.O. 1960, c. 79, s. 4. 


8 Py 189 Ancillary services other than those outlined in legislation have evolved 
as credit union members, who are shareholders, and thereby owners 


of the credit unions, saw the need for such services. Included in this 


10 
category are the group insurance policies in general force in Ontario 
11 credit unions on both the loans and shares of the members, The 
12 provision of Family Financial Counselling services to members by 
13 individual credit unions, has been given an impetus during the last 
14 year through pilot training programmes for counsellors, and is 
expected to evolve through time into a general service offered by most 
15 
credit unions, Although the Credit Unions Act makes no mention of 
16 : ree 
such a service, some 6% of the credit unions which are members of th 
17 Ontario Credit Union League Limited provide deposit accounts for 
18 personal chequing (negotiable orders), and these credit unions feel 
19 that this service comes within the proper field of credit union activity, 
(See below, paragraphs 191 to 196). Credit unions are voluntary 
20 
associations of member-owners, who operate a chartered company to 
21 ; , . Fae 
provide themselves with services suited to their group and individual 
22 needs, Just as needs may change with time, so may the services 
23 offered to accommodate these needs, with appropriate enabling 


legislative changes to match, It is possible that in future years addi- 
tional ancillary services will develop as the need for such services is 
recognized by credit union members, and as the individual credit 


unions find that they are in a position to provide them, 


P. 190 We can see no conflict of interest between credit unions and other 


financial intermediaries providing similar services, Credit union 
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2 V_RELATIONS WITH OTHER FINANCIAL INSTITUTIONS_ 

3 members may use both credit union services and the similar service 

4 provided by other financial institutions. Convenience and excellence 

5 of services offered will often determine the free choice of the credit 
union member as to which intermediary receives the bulk of his 

6 


business dealings, 


SECONDARY CHEQUING (NEGOTIABLE ORDERS) 


8 
P,. 191 Secondary chequing service (the handling of negotiable orders for its 
9 
members) is provided by about 6% of the credit unions in Ontario 
10 either through local banks or the Ontario Co-operative Credit Society 
11 
Pe 192 Chartered banks in Ontario set forth the following conditions for any 
12 credit unions providing this service who deal with them: 
13 (1) (a) The credit union shall conduct with a local branch a 
14 current account to which orders drawn on the credit 
union will be charged. 
15 
Exception - A credit union located ina community where there is no 
16 
bank shall conduct with the nearest convenient branch a current 
17 ; 
account to which the orders will be charged. 
18 (b) Orders shall bear at the top a clause as follows: 
19 "Clear through (transit number of bank and name of 
20 branch)". indicating the bank and branch that granted the 
clearing privilege and to which the orders will be cleared 
21 
by negotiating banks, but orders shall not bear the nam 
ae 
of a bank. 
23 (2) (a) The credit union shall pay the bank a clearing fee of 5¢ 
24 for each order charged to its account plus $100 annually), 
25 (b) if the bank is within a clearing house area, the credit 
union shall also pay the clearing house an annual fee as 
26 
follows: 
27 
| At Toronto and Montreal $300 
28 At Vancouver $150 
29 
30, 
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1 
2 Vv RELATIONS WITH OTHER FINANCIAL INSTITUTIONS 
At all other points where there is an 
3 established clearing house (i.e. whose 
members report to the Canadian Bankers' 
b p he C dian Bank 
4 Association monthly debits to individual 
accounts), $100 
5 (3) (a) On each banking day the credit union will take delivery 
6 at the bank of orders charged to its account, Orders 
7 will be considered as paid, unless returned to the bank 
8 by 2,30 p.m. on date of receipt by the credit union. 
Exception - An out-of-town credit union may arrange terms with the 
9 
bank whereby orders charged to its account will be sent to it daily 
10 by mail on the understanding that any dishonoured orders will be 
11 returned to the bank by mail on date of receipt. 
12 (b) The credit union will pay the bank a charge of 25¢ with 
13 respect to each order which is returned 'N.S,F,."', or 
for any other reason which indicates that insufficient 
14 
funds are available. 
15 (c) Each order referred to in (b) above shall be stamped as 
16 follows by the branch to which it is returned by the credit 
47 union: 
18 Pursuant to clearing rules this item may not 
be cleared again unless certified, 
19 
20 Pe, 193 The Ontario Co-operative Credit Society, which itself has special 
clearing house privileges with Chartered banks, sets out the following 
21 
conditions: 
22 
WHEREAS the Credit Union is a shareholder of Co-op Credit and 
23 maintains a deposit account with Co-op Credit; 


AND WHEREAS the Credit Union desires to provide a checking 
service for its members whereby any member of the Credit Union 
having monies on deposit in the Credit Union may draw on the Credit 


Union bills of exchange (hereinafter called orders) which will be 


negotiated by the banks in the same manner as cheques are usually 


negotiated; 
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2 Ya SELATIONS: WEE OTHE R-PINDNCL is NS TEE PRINS 

5 AND WHEREAS the Credit Union has requested Co-op Credit to 
enter into this agreement for the purpose of providing the said service 

4 


to its members; 


NOW THEREFORE THIS AGREEMENT WITNESSETH that the Parties 


6 hereto in consideration of the covenants and agreements herein contained 

7 hereby agree each with the other as follows, - 

1, Subject to the terms of this agreement, Co-op Credit hereby 
agrees to accept from its bankers and other credit unions and 


pay any orders drawn upon the Credit Union, 


10 
2. The said orders shall be drawn in a form approved by Co-op 
11 Credit, 
12 3, The Credit Union agrees to maintain on deposit at all times 
with Co-op Credit, to cover orders presented to Co-op Credit 
13 P E 2 
for payment, an amount equal to the following (whichever is 
14 
applicable), - 
15 . es on 
If the Aggregate Deposits Minimum Balance Minimum Balance in 
of Members is in Current Account Totalof C/A & 
16 Special Deposit 
17 a) Less than-$ 10,000 50% 50% 
18 b) $ 10,000 -$ 20,000 $ 5,000 $5,000 
c) $ 20,000 -$ 500,000 10% 25% 
19 
d) $500,000 -$1,000,000 $50,000 25% 
20 
e) Over - $1,000,000 5% 25% 
21 If the Credit Union is located at a place where Co-op Credit does not 
22 maittain a bank account, a portion of such deposit may be kept with a 


local bank, The Credit Union authorizes Co-op Credit to make transfers 
from its Special Deposit account to its Current account in multiples of 
$1,000 whenever the amount of the credit in the current account falls 
below the minimum requirement set out above, 
4, The Credit Union undertakes and agrees that it will not make 
any loan or investment if the minimum liquidity requirements 
set forth in paragraph 3 have not been met, nor if the making 


of such a loan or investment will reduce the Credit Union's 
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Vy_RELATIONS WITH OTHER FINANCIAL INSTITUTIONS 
deposits with Co-op Credit below the requirements set forth 
in that paragraph, 

5. The Credit Union agrees to forward to Co-op Credit on or 
before the 10th day of each month a copy of its balance sheet 
and profit and loss statement prepared as of the end of the 
preceding month, 

6, Each day as orders are obtained from Co-op Credit's bankers 
and other credit unions they will be debited to the Credit 
Union's current account with Co-op Credit, Orders that are 


dishonoured, if returned within the time herein provided, shall 


be credited to the account, 


day from Monday to Friday in each week (except Statutory 


holidays) all orders drawn on the Credit Union received from its 


bankers and other credit unions on that day, 


8, The Credit Union shall return to Co-op Credit on the day of 


receipt any orders it does not wish to honour, Any orders not 
returned by the Credit Union on the day of receipt shall be 
deemed to have been accepted by the Credit Union and shall be 


a proper charge to the Credit Union's account, 


of the Credit Union in its current account with Co-op Credit 
to pay any order, or in the event such funds are sufficient to 
pay only one or someorders presented for payment on any one 
banking day but not sufficient to pay all such orders presented 
for payment on one day, Co-op Credit shall be at liberty to 
pay one or more such orders as it in its absolute discretion 
deems fit and may refuse payment of the other orders presented 
for payment that day. In the event Co-op Credit refuses nays) 


ment of any order pursuant to this paragraph it shall forthwith 


advise the Credit Union by telephone if possible and shall confirm 


such advice in writing, 


Co-op Credit agrees to forward by mail to the Credit Union each 


In the event there are not sufficient monies standing to the credit 
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2 Y_RELATIONS WITH OTHER FINANCIAL INSTITUTIONS_ 
J 10, The Credit Union agrees to indemnify and save harmless Co-op 
Credit, its successors and assigns, its and their servants and 
c agents from and against all loss, costs, charges, damages and 
5 expenses which Co-op Credit, its successors, and assigns or its 
6 servants or agents or any of them, may at any time or times 
7 hereafter suffer or sustain for or by reason of anything done or 
8 omitted to be done pursuant to this agreement including, but not 
, so as to limit the generality of the foregoing, any loss, costs, 
charges, damages and expenses. which Co-op Credit may suffer 
is by reason of any order being paid or payment thereof being 
11 refused by Co-op Credit, 
12 11, The Credit Union agrees to pay Co-op Credit the sum of $ 
13 on 19 , and thereafter the sum of 
14 $100 annually payable in advance on the Ist day of January in 
each year during the continuation of this agreement, and in 
my addition to pay Co-op Credit the sum of 7 1/2 cents as a handling 
16 | | , 
charge in respect of each order drawn upon it and presented to 
17 Co-op Credit for payment pursuant to the terms of this agree- 
18 | ment, the said handling charge to be calculated each month as 
19 of the last day of the month and debited to the deposit account 
50 | of the Credit Union with Co-op Credit. 
! 12. The Credit Union agrees to charge each of its members a 
zi 
} minimum charge of $1.00 for each order drawn on itself and 
Je | received from Co-op Credit which is returned N,S,F, and to 
23 | pay half of such sum to Co-op Credit, 
| 
24 13, The Credit Union agrees to deposit with Co-op Credit all 
25 cheques, government cheques, government and other bonds, 
bond coupons, and other items clearable through a bank which . 
a are negotiated by it for its members, except that, if it is 
zi ; ; 
| located outside Toronto, the Credit Union may deposit cheques 
28 | drawn on any local bank or grain or creamery tickets in the 
29 | bank with which it keeps its local account, 
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2 V _ RELATIONS WITH OTHER FINANCIAL INSTITUTIONS 
3 14, This agreement shall be effective from the day of 
19, and shall continue in force until terminated 

ei 

by mutual consent of the parties hereto or by either party givin 
5 aks Sees . 

two months! notice in writing delivered personally or by 
6 registered mail to the other of its desire to terminate the samel|, 
‘a This agreement shall also be terminated if at any time the 


chartered banks amend their agreements with Co-op Credit by 


Co-op Credit giving written notice of the amendment to the 


9 
Credit Union, 
10 
el Bi Los: The main differences noted between the conditions set forth by the 
| Chartered Banks and the Ontario Co-operative Credit Society are: 
12 
1, The charge of 5¢ per order as required by the banks, compare 
13 ; 
to 7.1/2¢ per order by the Ontario Co-operative Credit Society 
14 2. The bank's charge of 25¢ per order for N.S.F. items compare 
15 to $1.00 by the Ontario Co-operative Credit Society (of which 
16 50¢ is retained by the credit union). 
3. The Ontario Co-operative Credit Society requires under most 
17 
conditions that, all cheques, government and other bonds, bond 
18 
coupons and other items clearable through a bank, be deposited 
19 with them; and requires credit unions to borrow from them suc 
20 funds as may be necessary to maintain minimum balances as 
"4 required by them, whereas chartered banks require no minimu 
22 balance. We have noted, however, that in some cases the 
Ontario Co-operative Credit Society does not enforce the minimum 
23 
balance regulation, 
24 
25 P. 195 The clearing house charges made by chartered banks are in some 
cases higher than those of the Ontario Co-operative Credit 
26 
Society. The individual credit union, after arranging for clearing 
27 privileges with a local bank or the Ontario Co-operative Credit 
28 | Society, has cheques printed for their members, who are 
29 | required to open separate deposit accounts which are generally 
30. 
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Y_RELATIONS WITH OTHER FINANCIAL INSTITUTIONS | 
known as personal chequing accounts, The member can now 
proceed to write orders against this deposit account in the same 
manner as a secondary chequing account with a Chartered Bank, 
Cheques may be certified by the credit union, at the credit 
union office, Overdrawn accounts are not permitted in a credit 
union operation as they would constitute unauthorized loans, and 


in the event of loss, become the responsibility of the Treasurer 


or Manager of the credit union, 


Secondary chequing services are not at present provided for 
under Ontario Provincial Legislation; however, such legislation 
is expected to be placed before the Provincial Government in 
the spring of 1962, which legislation would clearly regulate this 


type of operation. 
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2 VI EARNINGS EXPENSES AND RESERVES 
3 SOURCES OF INCOME 
4|P 197 The main source of credit union income is, of course, interest re- 
5 ceived on loans, because loans to members represent a high pro- 
6 portion of a credit union's assets, 
Our 1960 statistics. (Appendix 022) show the following sources of 
7 
income in dollar value and the percentage of total income each rep- 
8 
resents: 
9 
Interest on personal loans— $14, 658, 758. 90.2% 
10 
Interest on mortgage loans 640,551. 3.9% 
11 Dividends and interest on 
investments and deposits 501, 222, 3.1% 
12 
Other income 447,671. 2.8% 
13 $16, 248, 202. 100.0% 
14 “Other income! consists mainly of annual rebates on share and 
loan insurance. 
15 
ALLOCATION OF EXPENSES_ 
16 
P 198 Our 1960 statistics show the allocation of expenses, the dollar val- 
17 ue and the percentage of total income that each represents, as 
18 follows: 
19 ; ' 
(1) Salaries and Honoraria Oo buts, 0%. 10.6% 
20 (2) Share and Loan Insurance 1,995, 306, 12.3% 
21 (3) Interest on Borrowing 506, 757. 3.1% 
22 (4) Interest on Members! Deposits 210, 940. 1.3% 
(5) Occupancy Costs 245, 396, 1.5% 
23 
(6) E mployee Benefits 48, 625. 0.3% 
24 
(7) Annual Meetings Expense 105, 632. 0.7% 
25 (8) Education Expense 101, 129% 0.6% 
26 (9) Office Expense 479, 066, 2.9% 
27 || (10) Miscellaneous Expense 652, 531, 4.0% 
$ 6,062, 736. 37.3% 
| SS ss 
28 | 
29 | 
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1 
y VI EARNINGS EXPENSES AND RESERVES 
3 Pry The following expenses, included above, are for services provided 
4 to the members by the credit union: 
5 (4) Share and Loan Insurance: This comprises Life Savings 
6 and Loan Protection Insurance, provided by Cuna Mutual 
Insurance Society, as follows: 
7 
(a) Share savings life-insured up to a maximum 
8 
of either $1,000 or $2,000. 100% coverage 
Gg for all monies deposited up to age 55 with 
10 decreasing percentages up to age 70, subject 
11 to the endorsement attached to Appendix 035. 
(b) Members' loans life insured up to a maximum 
12 
of $10,000 and up to age 70, and for perman- 
13 
ent disability up to age 60. (See Appendix 034) 
14 (7) Annual Meetings Expenses: This is the net cost of the 
15 Annual Meetings of the credit unions which is usually 
16 either partly or wholly borne by the credit union. 
7 (8) Education Expense: This is a direct expense involved in 
the education of existing and potential members. 
18 
19 Salaries and Honoraria (1) consist of salaries paid to 
whole and part-time employees, and honoraria paid to 
20 
voluntary workers (Treasurers, Directors and comm- 
21 
ittee members). The detailed statistics indicate the 
22 varying percentages for the different asset groups. 
23 
Interest on Borrowing (3) is, of course, interest on 
24 pnd. th 
money borrowed from sources outside the individual 
25 credit unions. 
26 
Interest on Members' Deposits (4) is self-explanatory. 
27 
Occupancy Costs (5) consists mainly of rent, light, 
28 | heat and water, and depreciation on buildings. 
29 |) 
30 
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2 
VI EARNINGS EXPENSES AND RESERVES 
3 
Employee Benefits (6) consists mainly of hospital and 
4 
sickness benefits, and pension and retirement benefits. 
5 
6 Office Expense (9) includes stationery, forms, postage, 
and general office supplies, and expenses, 
7 
8 Miscellaneous Expense (10) includes Bonding and Fire 
Insurance, Depreciation on Furniture and Equipment 
g 
and Professional Services (Legal and Audit). 
10 
RESERVES 
11 
P 200 Guarantee Fund - Section 28 (1) of the Credit Unions Act provides 
12 
that ''Every credit union shall set aside at least 20 percent of its 
13 yearly net profits as a guarantee fund to meet losses, and the fund 
14 shall be held as a reserve against uncollectable loans and losses, 
15 but where at the close of any fiscal year the amount set aside for the 
16 guarantee fund equals at least 10 per cent of the total amount re- 
ceived from members on deposit and as payment for shares, the 
17 
directors may, subject to the approval of two-thirds of the mem- 
18 ; ' 
bers present at the annual meeting, direct that no moneys be set 
19 aside for the guarantee fund for the then current year.'' 
20 
P 201 Entrance Fees - Section 28 (3) of the Act provides that entrance 
21 fees (usually 25 cents per member) should be added to the Guaran- 
22 tee Fund. This is generally done annually at the fiscal year-end. 
23 
P 202 Uncollectable Loans - Section 28 (4) of the Act provides that 
24 "Subject to the approval of the board of directors and the super- 
25 visory committee, the outstanding principal balance of any un- 
26 | collectable loan, after crediting to such principal any moneys to 
a7 the credit of the member on shares and deposits shall be charged 
| to the guarantee fund and no charge shall be made to the guarantee 
28 | 
fund for fines or interest on any such loan from the date of the last 
29 | 
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1 
VI EARNINGS EXPENSES AND RESERVES 
2 
3 interest payment made by the borrower nor shall the amount standing 
to the credit of the member on shares or deposits be applied toward 
4 
payment of fines or interest." 
5 
6 P 203 In assessing the delinquent loan position of a credit union, not only 
is the amount of the Guarantee Fund considered, but also the amount 
7 
of Undivided Earnings (or Surplus) and the amount of any unallocated 
8 reserves which may exist. It is suggested by the Department of 
9 Insurance that the Guarantee Fund, Undivided Earnings and Reserves 
10 should be adequate to cover all delinquent loans on which no payment 
11 has been received in six months. Where the Guarantee Fund, etc. 
is not adequate, the credit union is encouraged by the Department of 
12 
Insurance and by this League, to make strenuous efforts to reduce de 
13 ; ; 
linquency, and also, if necessary, to allocate more than the required 
14 20% from net profits to the Guarantee Fund. 
15 Accounting Procedures - The Guarantee Fund is credited at the 
16 end of the credit union's fiscal year with the statutory 20% of net 
7 profits. At any time during the year, when the write-off of a loan or 
loans has been approved as required under Section 28 (4) of the 
18 
Credit Unions Act (quoted in paragraph 202 above) and any shares or 
19 deposits standing to the members! credit have been credited to such 
20 loan or loans, a journal entry is put through the books debiting the 
21 Guarantee Fund and crediting Members' Loans in the amount of the 
total write-off, 
VP 
23 \\P 204 There is no practice among credit unions of writing down members' 
24 loans because of doubtful loans. 
25 P 205 Other Reserves - Frequently following distribution of profits after 
26 allocation to the Guarantee Fund, by way of dividend on shares and 
27 rebate on loan interest paid, there is a balance left in the Undivided 
Earnings account. An increasing number of credit unions are 
28 
29 
30 
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VI EARNINGS EXPENSES AND RESERVES 


making a practice of building this account up as a reserve fund, 
sometimes transferring amounts from Undivided Earnings to a Con 
tingency or General Reserve. Such reserves would be available fo 


future use as the membership might determine. 


Depreciation - Generally assets such as Furniture and Equipment 
and Buildings are written down annually by way of depreciation, 

either on the straight-line basis (e.g. 10% of cost) or on the dimin- 
ishing balance basis (e.g. 10% of the written-down value at previou 
year-end plus additions and less disposals.) Sometimes a credit 

union will write its Furniture and Equipment down to $1.00, showin 
that figure in the Balance Sheet every year, and writing off any new 


purchases as acquired, 
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VII VIEWS ON THE CAPITAL MARKET 


This League does not feel that this section is relevant to its field of 
operations, and understands that the subject will be dealt with in the 
Credit Union National Association Brief, and also in ample fashion 


for the Province of Ontario in the brief to be submitted by the Ontari 


Government, 
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2 VIII STATISTICAL INFORMATION 
3 INTRODUCTION 
4 P. 208 Only recently have comprehensive statistics of member credit union 
5 been compiled by this League. The statistics presented in the Brief 
6 as "Our 1960 Statistics'' (See Appendix 022) were compiled from 1,027 
Annual Reports for 1960 supplied by member credit unions. Of thos 
7 
credit unions not reporting, some would have been inactive, some i 
8 
the process of dissolution, some under suspension by the Departmen 
9 of Insurance, some recently incorporated and not having completed 
10 one year's operation, and some just failing to report. Regarding 
11 this last category, it should be remembered that membership in the 
League is voluntary, and the League has no jurisdiction over membe 
12 
credit unions. 
13 
14 P. 209 Statistics for all active Ontario credit unions and Caissés Populaires 
are no doubt obtainable from the Credit Unions Branch of the Depart 
15 
ment of Insurance. 
16 
17 P. 210 It has not been practicable in the time available to distinguish in our 
statistics between rural and urban credit unions. 
18 
19 Pee la Relevant financial and statistical information for League Central will 
be found in Appendices 023 to 026. 
20 
21 
22 
23 
24 
25 || 
26 
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1 
2 
3 VIII STATISTICAL INFORMATION 
4 
PP. 22 Size Distribution and Membership 
_ 
6 % of Assets in 
No. of Total to) 
7 Credit Member Total Invest Loans |& 
Size of Assets Unions -ship Assets *ments Mort 
8 1) Under 
$500,000 959 242,282 $82,350,614 7.4 86 
9 
2) $500,000 - 
10 $1,000,000 39 46, 396 27,215, 896 6.8 88 
3) $1,000,000 - 
11 $5,000,000 27 81, 363 48, 230,769 8.9 85 
12 4) $5,000,000 - 
and over 2 20, 470 18, 779, 850 1A 87 
13 5) Sub-total 1-4 1,027 390,511 $176,577,129 7.6 86 
14 
15 Since the majority of the credit unions are in the asset class of under 
16 $500,000, we give below a breakdown of this class into three sub- 
classes: 
17 
18 a) Up to $50,000 508 60,565 $11,767,754 Boy 85 
b) $50,000 - 
19 $150, 000 38 72,060 23,499,920 7.6 85 
20 c) $150,000 - 
$500, 000 413 109, 657 47,083, 740 tt 87 
21) d) Sub-totala,b,c. 959 242,282 $82, 350,614 7.4 86 
22 
23 * Includes Deposits and Shares of Ontario Credit Union League and 
Ontario Co-operative Credit Society. 
24 
25 
26 | 
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1 
2 
3 VIII STATISTICAL INFORMATION 
es a EN Be OE ENG 
4 
Pi 23 Balance Sheet and Statement of Operations 
ee a OS POR UO, 
5 
6 BALANCE SHEET 
ASSETS 
7 
8 Cash in hand and at Bank $8, 168, 554, 
Deposits and shares - Ontario 
9 Credit Union League 5, 754, 934. 
10 Deposits and shares - Ontario 
Co-operative Credit Society PAS ops Dry Loko Li $16, 534,079. 
11 
2 Investments: 
Government and Government 
13 Guaranteed Bonds 3, (05, 50a 
14 Other 1, 495, 038. 5, 200,090. 
15 Loans, personal 139, 409, 294, 
16 Loans, mortgages 1S 051 p47 
17 Loans, other SIVA 152, 773, 643; 
18 Fixed assets; 
19 Land; Buildings (net) 882, 476, 
D Furniture and Equipment (net) 915, 844, 1; 79 85S20K 
0 
vA Other assets 270, 497. 
22 Total Assets S176, 57, U2oe 
oo ES RS ot Se a. 
23 
24 
29 
26 
27 | 
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1 
2 
VII STATISTICAL INFORM ATION 

Ke 

4| °° 713 ‘Balance Sheet and Statement of Operations (Cont'd) 

5 BALANCE SHEET 

6 LIABILITIES 

7 Members! shares $140, 760,028. 

8 Members' Deposits 10,742,501. S151, 502, Same 

9 Loans from: 

10 Ontario Credit Union League 5 ao yee 

11 Ontario Co-operative Credit Society Lose 0 9Ie 

12 Chartered Banks, etc. ee, he SS 

13 Undivided Earnings 

14 Guarantee Fund (Reserve for Bad Debts) fe 
15 Other Reserves 

Education Fund , 
16 
Other Liabilities 

17 Total Liabilities $176, 5705 UZ0E 
18 

19 
20 
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1 
2 
3 VIII STATISTICAL INFORMATION 
4]| P. 214 Balance Sheet and Statement of Operations (Cont'd) 
3 
STATEMENT OF OPERATIONS 
6 
EARNINGS: 
7 
Interest on persona) loans $14, 658, 758. 
8 Interest on mortgage loans 640, 551. 
9 Investment income(incl. deposit 
interest) 50), 222. 
10 | 
Other income 447,671. 
11 Total Earnings $16, 248, 202 
12 
EXPENSES: 
13 
Salaries and Honoraria Se Ay eile 
14 Share and Loan Insurance 1,995, 306. 
15 Interest on borrowing hOlex, Heh 
16 Interest on members' deposits 210, 940. 
Occupancy costs 245, 396. 
17 
Employee benefits 48, 625. 
18 | 
Annual meetings expense 10536328 
19 
Education expense LOM Geos 
20 Office expense 479,066. 
1 Miscellaneous expense O52 7031. 
Total Expenses ¢ 6,062,736 
22 
NET EARNINGS $10, 185, 466 
a3 
24 
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1 
2 
VIII STATISTICAL INFORMATION 
3 
Balance Sheet and Statement of Operations (Cont'd) 
4 
5 P. 215 We cannot supply figures for dividends paid or loan interest rebated, 
as these are approved at the Annual Meetings by the memberships 
6 
whereas the above statistics are compiled from annual reports pub- 
7 
lished before the Annual Meetings. 
8 
P. 216 The reason why the figure for 'Net Earnings'' above ($10, 185, 466) 
9 
is more than the ''Undivided Earnings" figure ($9,671, 355) on the 
10 
Balance Sheet (Liabilities) is that the latter figure is made up of 
11 amounts brought forward from the previous year plus net earnings 
12 of the current year after the 20% statutory allocation to the Guaran- 
13 tee Fund. In other words, part of the $10,185, 466 Net Earnings is 
in Undivided Earnings on the Balance Sheet, and part is in the 
14 
Guarantee Fund. Our 1960 statistics do not indicate the detailed 
15 
changes in Undivided Earnings, Guarantee Funds and Other Reserves 
16 during the year. 
17 
P. 217 Size Classification of certain Balance Sheet Items 
18 
19 We are unable at this time to supply information under this heading 
due to the:lack of time to obtain the necessary statistics. However, 
20 
we will be glad to endeavour to obtain the information at a later 
21 “ee 
date, if the Commission so requires. 
22) 
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ROYAL COMMISSION ON BANKING AND FINANCE 


BRIEF 


Submitted by - 


ONTARIO CO-OPERATIVE | CREDIT SOCIETY 


(159 Bay Street, 


Toronto 7h _ Ontario 


Ontario Co-operative Credit Society 
has retained and authorized 

L. W. Mitchell, 

Barrister and Solicitor, 


Room 804 - 330 Bay Street, 
Toronto 1, Ontario, 


to present this brief to the Commission, 


Ontario Co-operative Credit Society 
will appear through counsel but intends to make 
available to the Commission at the hearing officers 
of Ontario Co-operative Credit Society to answer the 


Commission's questions. 
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SUMMARY OF BRIEF 
Presented by 
ONTARTO CO-OPERATIVE CREDIT SOCIETY 
159 Bay Street, 
Toronto 1, Ontario. 
to 


ROYAL COMMISSION ON BANKING AND FINANCE 


PURPOSE OF BRIEF 

rt. The purpose of this brief is to present 
to the Commission a description of the structure, 
practices and operations of Ontario Co-operative 
Credit Society (hereinafter referred to as the 
Society) and its relationship to the credit unions 
in Ontario. Questions of economic theory, opinions, 
and specific or general recommendations will not 
be discussed, These will be dealt with in the 
brief to be presented later by the Canadian Co-op- 
erative Credit Society Limited, of which the 


Society is a member. 


ne) 


Although the Society is the largest of the 
five credit union centrals in Ontario, it does not 
propose to submit information or make recommendat- 
jon with respect to credit unions except insofar 
as is necessary to describe its own operations, 
leaving it to the credit union leagues and federat- 
jons to make representation on behalf of their own 
members. 
oe The Society was incorporated in 1949 by a 
special Act of the Ontario legislature for the 
purpose of acting as a depository for the idle 
funds of credit unions and co-operatives and for 
the purpose of making these funds available fair 


loans to credit untons and co-operative associations. 
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From small beginnings the Society has grown 

to an organization having total assets on 
December 31, 1961, of almost $10,000,000. Its 
membership includes 476 out of the 1600 credit 
unions in Ontario, as well as 184 co-operative 


associations. 


STRUCTURE AND ORGANIZATION 


4, 


The Society was established by the 
Ontario Credit Union League Limited and the 
Co-operative Union of Ontario and serves credit 
unions which are members of the Ontario Credit 
Union League Limited and co-operative corporations 
which are members of the Co-operative Union of 


Ontario. 


LEGISLATION AND _SUPFRVISTON 


hy 


LIABILITIES 
(a) 


There are no specific requirements of 
provincial law regulating the operations of the 
Society and no provincial supervision of its 
affairs. 

Pursuant to section 79 of the Co-operative 
Credit Associations Act (Canada) the Society was 
on May 4th, 1956, certified by the Treasury Board 
of Canada. Upon certification it was granted the 
powers, privileges and immunities conferred on 
associations by sections 6, 8 and 10 and became 
subject to the limitations, liabilities and provis- 
ions of Parts II, III and IV of that Act. It also 
became subject to supervision by the federal 


Superintendent of Insurance. 


Deposits 


The Society accepts deposits from those of 
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1 
2 
3 its shareholders who find it advantageous to make 
deposits with it. | These deposits are of three 
4 kinds = current aceounts, term deposits and three- 
5 month deposits. 
6 (b) Shares 
3. The Soeliety has an authorized capital of 
7 $1,000,000 divided into 100,000 shares having a 
be par value of $10 each. These shares are treated 
9 by the Society as permanent capital and no member 
Vsirentitled to a eee its shares. 
1Ohssers 
11] (a) Cash and Liquidity 
12 9. Under the Co-operative Credit Associations 
Act, the Society is required to maintain 5% of its 
13 deposits in a chartered bank and 15% either in a 
14 chartered bank or in certain very limited investments 
15 issued or secured by government guarantees. In 
practice, these minimum requirements have always been 
16 observed. 
17|  (b) Investments 
18 kor When the Society has surplus funds which are 
not required for loans to its members, these funds 
19 are invested in government securities having a 
20 relatively short maturity so that they may be readily 
m1 disposed of to meet peak loan demands. 
(c) Loans 
oe ‘inte With the money obtained from shares and 
23 deposits, after setting aside the required amounts 
24 for liquidity, the Society makes loans to credit unions 
and co-operative corporations which are its share- 
- hoiders. Most credit union loans are for a period of 
26 one year or less and are made for the purpose of 
27 | assisting the credit union to meet a seasonal demand 
28 | 
29 
30. 
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BORROWING 


11 13. 
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Liye 


for withdrawals and new loans. 

The Soctety also makes loans to co-operat- 
ive corporations and these vary as to maturity, 
rates of interest and security. Short term loans 
are made for the purpose of financing inventory, 
such as grain or fertilizer. These loans are 
usually repayable within six months and are often 
made without security. Other loans with various 
types of security are made for longer periods of 


time. 


The borrowing powers of the Society are 
limited by the Co-operative Credit Associations Act 
to ten times its share capital, guarantee fund and 
Surplus, and deposits are considered as borrowings. 

In practice, the Society has used three different 
types of borrowing - (a) bank loans, (b) borrowing 
from its members and others by the sale of debentures, 
(c) borrowing from the short term money market on 
short term notes, and (d) borrowing from the Canadian 
Co-operative Credit Society Limited. Generally, this 
power to borrow (other than by the sale of debentures) 


is used seasonally during each year. 


20 GUARANTY RESERVES 
1 The Society is required under the Co-operative 


Credit Associations Act to set up reserves for loans 
in default and for fluctuations in the value of its 
investments. AS a precaution, the Society, in fact, 
has sought to increase its reserves over the years 
beyond the statutory requirements by placing some part 
of its surplus each year in reserve, depending in 


amount upon the total earnings for the year. 
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CHRQUING SERVICES 


15 


- 


hom 


ills ee 


™m areas of the province where there 
is sufficient demand for it, the Society pro- 
vides a chedquing service for its members. This 
service is of two kinds, - kmown as primary 
chequing and secondary chequing. The primary 
ehequing service consists of arrangements whereby 
members of the Society (credit unions and 
co-operatives) carrying their current account 
with the Society, may issue orders on one of the 
Society's accounts in a chartered bank. The 
secondary chequing consists of arrangements whereby 
members of thé credit union which has its current 
account with the Society, may issue orders against 
their credit union accounts which orders, by 
arrangement between the Society and the Canadian 
Bankers Association, are cleared through the 
clearing house in the Society's name and through 
the Society to the credit union concerned. 

Although the Society, pursuant to these 
arrangements, is required to maintain certain 
floats with the banks and pay charges for cash and 
the items of credit unions and the Society to the 
bank, there is no reciprocal compensation to the 
Society for bank items’ or government cheques handled 
by the Society drawn on the banks or the Treasury. 

The Soctety feels that in the present 
clearing house arrangements, the banks have a trem- 
endous advantage in their bargaining position with 
the absolute control of the clearing house, - How- 
ever, it exnects that the brief submitted by the 


Canadian Co-onerative Credit Society Limited will 
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discuss this matter more fully and may make 
recommendations for improvements. As the 
Society will have a part in expressing opinions 
and recommendations in that brief, it reserves 


any further comment at this time. 


RELATIONS WITH OTHER 
FINANCIAL INSTITUTIONS 


ie. The Society feels it has had excellent 


RESPONSE TO 


relations with the chartered banks, its only 
reservation being in the matter of clearing 
house privileges hereinbefore referred to. It 
has also had excellent relations with security 
dealers and has benefited from their advice and 


guidance, 


MONETARY CHANGES 


19. 


For reasons stated in the brief, the 
Society is sensitive to bank interest rates. 
Because a@ large proportion of the credit unions 
in the province keep their idle money on deposit 
with it (thus making the Society the chief investor 
of credit union funds in the province), and because 
of its dependency on the chartered banks and short 
term money market for borrowing, the Society is 
also sensitive to changes in monetary policy. It 
is affected by both bank interest rates and lending 
policies on the one hand, and by changes in the 
market value and rate of return on short term gov- 
ernment securities on the other. As the holder of 
a large proportion of the funds of credit unions, 
its investments are limited in practice to short 
term government or government guaranteed securities, 


Further, under the Co-operative Credit Associations 
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2 
{Vit} 
3 Act the Society must value its securities at 
4 market value (not cost) as fixed by the Super- 
intendent of Insurance before payment of 
: dividends. 
6 ENCOURAGEMENT OF 
SOUND PRACTICES _ 
7 as Although the Society has no formal 
8 control over credit unions in the province, it 
9 encourages them to adopt sound practices because 
in the final analysis the soundness and financial 
10 stability of the Society depends to a large 
11 extent on the soundness and financial stability 
12 of its customers. 
ie As an example of the encouragement of 
13 sound practices, the Society has always encouraged 
14 credit unions to maintain a portion of their shares 
15 and deposits in liquid form although there is no 
statutory requirement that this be done, In conn- 
16 ection with chequing credit unions, the Society 
17 has by contract required such credit unions to 
maintain a portion of their deposits liquid. 
= ee. In making loans to credit unions the Society 
19 has never allowed them to borrow a larger proportion 
20 of their share, deposits and surplus than is permiss- 
ible by statute, and in periods of ‘tight money' 
re has encouraged them to borrow less than the maximum 
22 permissible amount. 
23 CONCLUSIONS 
oa 23. The Society believes that it has been a 
strong contributing factor to the financial soundness 
25 and sound practices of credit unions in Ontario and 
26 it is important that it continue to add stability 
27 | 
28 | 
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to these institutions. It submits that the 


Commission should concur in this finding and ) 


trusts that the recommendations, if any, of 
the Commission. touching upon credit unions, 
will give proper recognition to the role 
which the Society plays and to its continued 


development. 
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Presented by - 
: ONTARIO CO-OPERATIVE CREDIT SOCIETY 
: 159 Bay Streets. tis «angi 
5 Toronto 1, Ontario 
e to 
7 
ROYAL COMMISSION ON BANKING AND FINANCE 
8 
I. PURPOSE OF BRIEF - 
9 - The purpose of this brief is to present 
10 to the Commission a description of the: structure, 
rr practices and operation of Ontario Co-operative 
Credit Society (hereinafter called the Sooiety) 
12 and its relationship to the credit unions in 
13 Ontario, Questions of economic theory, opinions, 
14 and specific or general recommendations will not be 
discussed at this time. These will, however, be 
15 dealt with in the brief to be presented later to the 
16 Commission by the Canadian Co-operative Gredit 
17 Society Limited, of which the Society i8 a member. 
2. Although the Society is the largest of the 
18 5 eredit union centrals in Ontario, it does not pro- 
19 pose to submit information or make recommendations 
respecting credit unions except insofar as is necess- 
om ary to describe its own operations, leaving it to the 
21 credit union leagues and federations to make repres- 
22 entations on their behalf. The largest of these is 
the Ontario Credit Union League Limited with about 
ss 1350 credit unions as members. The other three leagues 
24 are federations of French speaking credit unions or 
25 'caisses populaires’, 
96 | Fe Each league or Padexat tom operates its own 
credit union for its own members. The Society, on 
27 | 
28 
| 
29 || 
30 
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1 
2 
3 the other hand, was established by the Ontario 

Credit Union League Limited and the Co-operative 

’ Union of Ontario and servescredit unions which are 
5 members of the Ontario Credit Union League Limited 
6 and co-operative corporations which are members of 
7 the Co-operative Union of Ontario. 


II. STRUCTURE, ORGANIZATION and MANAGEMENT - 


8 4, The Society was incorporated by special 
9 Act of the Ontario Legislature on April 1, 1949, 
10 for the purpose of (a) receiving money on deposit 
from its shareholders, and (b) making loans to its 
11 shareholders. The authorized capital was $1,000,000 
12 divided into 100,000 shares with a par value of 
13 $10.00 each. The Act provided that shares should be 
sold to, owned or held only by (a) credit unions, 
14 (b) co-operative corporations, and (c) certain 
15 charitable and non-profit corporations. (See Exhibit 
6 1 for a copy of the Act). 
Da By by-law the sale, ownership and allotment 
17 of shares has been further restricted in that they may 
18 be sold, allotted to or held only by, - 
(a) credit unions which are members of the 
19 Ontario Credit Union League Limited; 
20 (b) corporations or federations which are 
members of the Co-operative Union of 
Ontario, or the Co-operative Medical 
1 Services Federation of Ontario; 
re (c) The Co-operative Union of Canada; 
(da) The Co-operative Union of Ontario; 
23) (e) such other national interprovincial or 
] international organizations as, in the 
24 | opinion of the directors of the Society, 
are co-operative in their nature; and 
25 (f) corporations, no part of the income of 
which is payable to or otherwise benefits 
6 personally any shareholder or member | 
thereof. 
27 || The by-laws further provide (sections 1 and 
28 2 of Article VI) that if any credit union holding 
29 
30 | 
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1 
2 
3 shares in the Society ceases to be a member of the 
4 Ontario Credit Union League Limited or any co-oper- 
5 ative holding shares in the Society ceases to be a 
member of the Co-operative Union of Ontario, or the 
6 Co-operative Medical Services Federation of Ontario, 
7 it shall not be entitled to the benefit of any of the 
8 services of the Society. (See Exhibit 2 for a copy 
of the by-laws). 
9 6: Although membership in the Society is 
10 voluntary, as of December 3lst, 1961, 476 credit unions 
1 out of approximately 1350, which are members of the 
Ontario Credit Union League Limited, were members of 
12 the Society, as well as 184 co-operative corporations. 
13 These organizations owned 84,397 shares and had paid 
14 thereon the full purchase price of $843,970.00. 
is At the present time a Bill is pending before 
15 the Ontario Legislature to increase the authorized 
16 capital to $3,000,000 by creating 200,000 additional 
7 shares with a par value of $10.00 each. 
Se The Society is governed by a Board of 9 
18 directors elected by the shareholders in annual meeting 
19 on the familiar co-operative basis of one vote by each 
20 shareholder regardless of the number of shares owned 
by it. In order to provide continuity the directors 
21 are elected on a three year rotating basis. The 
22 directors appoint a president, a vice-president, a 
93 secretary, a treasurer and a manager. At the present 
time the same person holds the positions of secretary, 
24 treasurer and manager, and as manager is responsible 
25 to the Board for all the operations of the Society. On 
6 the recommendation of the Manager the Board also 
appoints the managers of the Accounting, Loan and 
27 | Member Services Departments. All other personnel are 
28 | 
29 
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1 
2 
3 employed by the Manager. Annexed hereto as Exhibit 
4 3 is a statement showing the personnel of the Board 
5 and staff, and some relevant information about each 
of them. 
6 9. The by-laws of the Society provide for a 
7 Credit Committee to approve all loans. The Credit 
3 Committee consists of five persons, who serve for a 
one year term, and is made up as follows, - 
9 (a) The President and Treasurer of the Society, 
ex officio; 
10 
(b) One person elected annually by and from the 
directors; and 
* (c) Two persons who may or may not be directorg 
elected by the sharehviuers at each annual 
12 meeting of the Society. 
13 The Credit Committee elects its own Chair- 
man and fixes its own meeting times. It is required 
" by the by-laws to submit to each meeting of the Board 
15 of Directors a report of all proceedings and actions 
16 taken by it since the preceding board meeting. At 
least a majority of the Committee must be present 
” when any loan is considered and every loan must have 
18 the unanimous approval of every member who is present. 
19 For a number of years the Committee has met regularly 
once a week for the purpose of approving loan applic- 
i ations. 
21 The Credit Committee has the general super- 
22 vision of all loans and, subject to any general order 
of the directors and the provisions of any relevant 
se statute, fixes the amount of and the rate of interest 
24 on loans, the security required, if any, and the terms 
25 of repayment. 
10. As credit unions in the province have sub- 
- stantially increased their assets since the Society 
27 | was incorporated in 1949, and as more and more of these 
-” credit unions have become members of the Society and 
| 
29 | 
30, 
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begun using its services, the Society has grown 
from a very small beginning to its present size. 
(See Exhibit 4). 

Annexed hereto as Exhibit 5 is the annual 
report of the Society to its shareholders for the 
year ended December 31, 1961. This contains an 
audited statement of the Society's affairs as of 
that date. 

At its annual meetings, in addition to 
consideration of the annual reports, the Society 
always makes provision for time to be spent by the 
delegates either in instruction by some qualified 
person, or in discussion groups upon matters of 
general concern to the Society or, the credit union 
movement, or upon some particular practices or 
policies of the Society upon which the directors 
desire to know the delegates! thinking. 

The Society freely uses the services and 
advice of its auditors, legal counsel and investment 


brokers as required. 


III. LEGISLATION AND SUPERVISION 


14, 


Lay 


16. 


There are no specific requirements of pro- 
vincial law regulating the operations of the Society 
and no provincial supervision of its affairs. 

Pursuant to section 79 of the Co-operative 
Credit Asseciations Act (Canada), the Society was on 
May 4th, 1956, certified by the Treasury Board of 
Canada. Upon certification it was granted the powers, 
privileges and immunities conferred on associations 
by sections 6, 8 and 10 and became subject to the 
limitations, liabilities and provisions of Parts, II, 
III and IV of that Act. 
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Canadian Act upon the Society may be helpful to 

the Commission. This is set out in Exhibit 6 
hereto which is a copy of a memo prepared for the 
use of the Society's directors at the time of 
certification. Perhaps it may be sufficient in 

the body of this brief to point out some of the 
more important restrictions. The Society is 
limited to dealing with membere only; its borrow- 
ing power is limited and deposits are treated as 
borrowings; the building of an adequate reserve for 
pad debts is required, as well as a reserve for 
investment fluctuation; loans in default must be 
written down according to a specific formula before 
calculation of income; and the Society's liquidity 
is carefully regulated and controlled. 

Upon certification the Society also became 
subject to the careful supervision of the Superintend- 
ent of Insurance for Canada, whose staff periodically 
inspects its operations and with whom extensive annual 
reports must be filed. The result of the Superintend- 
ent's last inspection is shown in the correspondence 
with the Society shown as Exhibit 7 hereto. 

The Co-operative Credit Associations Act 
also requires the Society to appoint a qualified 
auditor each year, and, like the legislation affecting 
banks, requires that the auditor may not serve as 
auditor for more than two consecutive years. As well 
as reviewing the Society's operations and making the 
statutory report to shareholders, the auditor is 
required by section 54, sub-section (3) to furnish 
the Superintendent with considerably more information 


than is usually required of an auditor, 
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3 
4) Iv. LIABILITIES 
5 (a) Deposits 
19. The Society accepts deposits from those 
: of its shareholders who find it advantageous to 
7 make deposits with it. These deposits are of 
8 three kinds - current accounts, term deposits and 
three-month deposits. 
: 20. Current accounts are withdrawable by 
10 cheque issued by the member on its account with the 
11 Society. Up-until June 30, 1959, interest was paid 
on current accounts at the rate of 2% per annum on 
“ the minimum quarterly balance but since that date 
13 no interest has been paid on these accounts. 
14 PA Term deposits are deposits which it is not 
expected with be withdrawn as quickly as deposits in 
* current accounts although they are withdrawable at 
16 any time upon application to the Society. The 
17 interest rate has varied from time to time and is 
currently being paid at the rate of 34% per annum 
sas on the minimum monthly balance. 
19 22. During periods of peak loan demand the 
20 Society has also accepted 3 month deposits at a 
rate of interest that has varied with the prevailing 
a rate being paid on short term money. The present 
Zé rate is 4% per annum, 
23 (b) Shares 
Or The authorized capital of the Society is 
24| fixed by its Act of Incorporation at $1,000,000 
25 divided into 100,000 shares having a par value of 
26 | $10.00 each. There is only one class of shares and 
there are no special privileges or responsibilities 
27 attached to such shares. As of December 31st, 1961, 
28 
| 
29 | 
30 | 


7 


a a 
OI13A “atti ole 
* RETTTITAAL 
edieoged™ © *(s) 
s2odt mort atieoqeb’ sdgqsoos ysetooe ont : IRE 


ot avoegsdnsvba dt batt onw ssoblonersda edt to 
to sis d&tteogeb sasiT .¢! cdiw adteogsb slsm - 
1s evisoqeb meet .adayooos tnetiyo ~ abniot sotit LOM 
.edbeogob diénom-setht 
yd sidawetbittw ots ednwooos JnoTtHd bi .Oos 
d¢iw ¢avooes eit mo vedmem odd yd boueet- supsis 
q saw geotetnt .€eC!l .OF sawt [£tas-qU sytefoos 
mucins ra 8S to eter edd Js etavesos Jasvwo AO 
3sbh gedg eonta dud consisd ylrstisup muntatm ed 
.ednwooos eaedt ao bisq moed ean daotstnt on 
at 3t dotdw etteoqsb ers atieogeb mist Pete iS 
theogeb as yisotyp es nwasbrdtw ed dtiw bovoogxs 
 gidewasbddiw orm yedd dgquonddis adaueces dinette 
eff .ydetooe ong oF cotveotiqge moqv omits Vns 
-t pos emtd of omty mot? betsvev est odsy taexsdnt 
wine eg REE to eden ody ds bkeq gated ylinsniwe 
seonsisd yintnom sominin eid mo 
eis baemsb naof Heeq to sboireg gataed a7 Ss 
s 38 etteogeb dénom € bedqeocs cals aan yestoos 
traverg eid cidtw betusv sed tandd deexodat to eta 
tInsesrq ent .¢enom mrot dtona no biaq nitkad stat 
munis reg 8A ef oder 
asisn@ 9° (d) 
sf ydetoot eid to [svtqso bestirondus sil s€S 
060,000, 1% Js aotdsioqrosal Io JoA adi yd hextt 
to eulsv tsq 8 anived serene 000,001 odgat bebivib 
2 veteta to eesio ono ylno wl exoiT .rose 00,01$ 
titftdtenegeer to segsitviag istosqe on ets erent 


Or , tele isdmeced To eA ,eotsrie dove ot Dbedostis 


‘Nethercut & Young 


Terento, Ontarie A811. 
1 
2 
3 84,397 shares have been issued and are all out- 
standing. Shares are treated by the Society as 
4 permanent capital and no member is entitled to 
5 withdraw his shares although under certain circum- 
6 stances the Society has a limited right to redeem 
the shares as provided in section 135 of The 
7 Corporations Act. To date this provision has not 
8 been used and in the relatively few cases where 
shareholders have requested the redemption of their 
r shares, such shares have been transferred to other 
10 corporations wishing to purchase shares of the Society. 
11 Since 1953 the dividend on shares has never been less 
than 4% per annum, thus qualifying the Society's shares 
us as eligible investments for insurance companies under 
13 the Canadian and British Insurance Companies Act and 
14 The Corporations Act (Ontario), for credit unions under 
the Credit Unions Act (Ontario}, and for medical co-op- 
" eratives under the Prepaid Hospital and Medical Services 
16 Act. In 1958 and 1961 dividends were paid at the rate 
17 of 5% per annum, 
V. ASSETS _ 
18 
(a) Cash and Liguidity 
19 eu, Under the Co-operative Credit Associations 
20 Act, the Society is required to maintain 5% of its 
deposits in a chartered bank and 15% either in a 
- chartered bank or in certain very limited investments 
22 issued or secured by the guarantee of governments. In 
23 practice, because of the large number of accounts 
necessary, the amount kept in chartered banks has been 
a considerably higher than 5% of the Society's deposits. 
25 25. | Tt will .be observed that the Act requires 
26 the Society to write off expenditures each year which 
might otherwise be amortized, and also requires that 
” securities be valued at market price. Because of 
28 | this the Society is sensitive to changes in the value 
29 | of government securities and any dealings therein by 
30 
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2 
s the Bank of Canada or the chartered banks in 
4 effecting changes in the monetary policy of 
Canada. 
5 26. Unless the liquidity reserves are maint- 
6 ained as required by The Canadian Act, the Society 
7 is prohibited from making any loans. 
27. The Society has always observed these 
8 requirements in making loans. Exhibit 8 is a state- 
9 ment showing the liquidity requirements of the 
10 Society on December 31st in each of the years 1956- 
1961 and the extent to which the rediirenents were 
W met. 
12 (b) Investments 
13 28. When the Society has surplus funds which 
are not required for loans to its members, these funds 
14 are invested in government securities, These usually 
15 have a shorter term than securities required for 
16 liquidity and as far as possible securities are 
purchased which mature at the time of year which 
17 co-incides with the Society's peak loan demand, 
18 Exhibit 9 is a list showing particulars of the secur- 
‘o ities held by the Society on December 31st, 1961. 
29. The only securities which the Society is 
20 authorized to purchase other than in special circum- 
1 stanccs permitted by section 8 (1) (e) of the Act, 
22 are government securities, municipal securities and 
school securities as defined in section 43 of the Act. 
23 30. The Directors of the Society have set up an 
24 | Investment Committee composed of the president, vice- 
25 president and manager and responsibility for the sale 
| and purchase of securities is vested in this Committee. 
26} The Committee reports to the Board and any purchases 
27 or sales of securities between Board meetings are 
28 ratified by the Board when it adopts the report of 
| the Tnvestment Committee. 
29 | 
30) 
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3 oh The relationship between the Society and 
4 security dealers Js extremely satisfactory and all 
sales and purchases of securities are made through 
recognized security dealers. 
6 ae Securities are carried on the books of the 
7 Society at cost price and each year an investment 
reserve is established equal to the difference between 
8 the cost price of the securities and their value as 
9 shown on the report of the Superintendent of Insurance 
10 if such value is below the cost price to the Society. 
(c) Loans 
11 Sie With the money obtained from shares and deposits, 
12 after setting aside the required amounts for liquidity, 
13 the Society makes loans to credit unions and co-operat- 
ive corporations which are snareholders. Most credit 
14 union loans are for a period of one vear or less and 
15 are made for the purpose of assisting the credit union 
16 to meet a seasonal demand for withdrawals and new 
loans. They are repayable in monthly instalments to 
17 mature within a year. A few loans have been made for 
18 a period of two years. 
19 34, The Society also makes another type of loan to 
credit unions, known as a contract loan. Under this 
an procedure the credit union enters. into a contract 
21 with the Society (a copy of which is shown in Exhibit 
72 10) by which the Society credits the account of the 
credit union with $1,000 or any multiple thereof to 
a8 the maximum shown in the contract whenever the account 
24. would otherwise be overdrawn. These loans are repaid 
25 | only upon advice from the credit union that the loan 
is no longer required. Contract loans are due at the 
265) end of one year but may be renewed upon approval of 
27 | the Credit Committee. 
28 | 
29 | 
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3 
4 35. The Society also makes loans to co-operative 
| corporations and these vary as to their maturity, 
>| rate of interest and security. Short term loans 
6 are made for the purpose of financing inventory, 
7 such as grain or fertilizer. These loans are 
usually for a period of about six months and are 
8 often made without security. Loans for the purchase 
9 of trucks are also made and these are usually for a 
10 period of two or three years and secured by a chattel 
mortgage or assignment of the conditional sale 
11 contract covering the truck being purchased. A 
12 limited amount of money has been used for loans to 
13 co-operative corporations for capital expenditures. 
These usually have a maturity of 5 or 7 years, and 
14 in a few cases, 10 years. The security varies. Some- 
15 times it is a guarantee of United Co-operatives of 
16 Ontario, or an assignment of shares owned by the 
borrower in that co-operative. At other times it may 
17 be a debenture and floating charge on all the assets 
18 of the co-operative corporation and this is sometimes 
collaterally secured by a first or second mortgage 
ad of its real estate. 
20 | 36. The Society has also established what is known 
91 || as a Budget Plan for financing consumer durable goods 
sold by co-operative corporations, This is the usual 
” type of consumer financing whereby the co-operative 
23 sells the article in question under a conditional 
24 sale contract which is then assigned to the Society. 
(a specimen copy of such a contract is shown as 
2° | Exhibit 11). 
26 | 37. On December 31st, 1961, the amount outstanding 
on | on loans to credit unions and co-operatives and the 
| maturities thereof were as follows, - 
28 | 
29 | 
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To credit unions, 1 year or less $2,380,467 


To credit unions, over 1 year 13,850 
$2,794,317 

To Co-ops, 1 year or less $ 676,996 

To Co-ops, 1 to 5 years 991,954 

To Co-ops, 6 to 10 years 640,117 
$2, 309,067 
$5,103, 384 


As the Society is authorized to make loans only 
to shareholders, and as shares can only be held by 
corporations, no loans have ever been made to 
directors. 

As mentioned earlier, loans are only made upon 


approval of the Credit Committee. 


VI. BORROWING 


Under section 58 of The Corporations Act (Ontario) 
R.S.0. 1960, Ch. 71, which by its act of incorporation 
is made applicable to the Society, the Society has 
rather broad borrowing powers. In practice, the 
Society has used three different types of borrowing - 
(a) bank loans, (b) borrowing from its members and 
others by the sale of debentures, (c) borrowing from 
the short term money market through brokers on short 
term notes, and eo) from the Canadian Co-operative 
Credit Society Limited. The amount which it may 
borrow at any time is limited by the Co-operative 
Credit Associations Act and by the prevailing lending 
practices of the bank and the cost and availability 
of short term funds... In practice it does not borrow 
more than is reasonably required to satisfy its loan 
demand. 

The Society's borrowing from the bank has never 
exceeded $750,000 and at the present time it has a 
line of credit with its bank of $600,000. This money 
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4s used only during periods of peak loan demand and 
never for longer than is necessary. 

he, In 1956 the Society authorized an issue of 
unsecured debentures having an aggregate principal 
value of $2,000,000 and maturing in 5, 10 and 20 
years from the date of issue. Debentures maturing 
in 5 years bore interest at 4% per annum; those 
maturing in 10 years at 43% per annum; and those 
maturing in 20 years at 5% per annum. Following the 
increase in general interest rates in 1959 the rate 
of interest on 5 year debentures was increased to 53% 
and on June 15th, 1961, was reduced to 5% per annum. 
At the end of its 1961 fiscal year the total amount 
of debentures issued and outstanding was $580,300. 

43, Since July, 1960, the Society has from time to 
time as the need arose borrowed money on the short 
term money market by issuing short term promissory 
notes payable on demand, or in 30, 60 or So dayne 
These funds were obtained and the notes sold through 
security brokers. The rate of interest varied and 
in all cases was determined by the yield on treasury 
bills and other short term obligations. At the end 
of 1961 the total amount outstanding on notes of this 
nature was $65,000. 

VII. GUARANTY RESERVES 
(a) or Bad Debts 

Au, The Co-operative Credit Associations Act, as 
pointed out above, establishes strict standards for 
determining delinquency and requires reasonable reserve 
to provide for bad debts or accounts which might become 
so. These reserves must, of course, be set up before 
the payment of dividends. Since incorporation the 


Society has not written off any loans. On December 31st, 
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1961, only two loans were more than 6 months in 
default and a reserve for possible losses on these 
has been set up as required under the Co-operative 
Credit Associations Act, (See Exhibit 12). With 
the present standard of delinquency in that Act, 
the Commission may be assured that all bad or pot- 
entially bad debts have therefore been provided for 
in reserves or written off. 
Investment 

The Society has also been required to set up 
a reserve against fluctuation in the market value 
of its securities, so that a drastic drop in bond 
prices could affect its ability to pay dividends. 
Other 

As a precaution, the Society in fact has 
sought to increase its reserves over the years beyond 
the statutory requirements by placing some part of 
its surplus each year in reserve, depending in amount 


upon total earnings for the year. 


VIII CHEQUING SERVICES 


In areas of the province where there is suffic- 
4ent demand for it, the Society provides a chequing 
service for its members. This service is of two 
kinds - known as Primary Chequing and Secondary Cheq- 
uing. The Primary Chequing service consists of arrange- 
ments whereby members of the Society (credit unions 
and co-operatives) carrying their current accounts 
with the Society, may issue orders on one of the 
Society's accounts in a chartered bank. Secondary 
Chequing consists of the arrangements whereby members 
of a credit union which has its current account with 
the Society, may issue orders against their credit 


union accounts,which orders, by arrangement between 
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the Sortety and The Canadian tankers Association, 
are cleared through the clearing house in the 
Society's name and through the Society to the 
eredit union concerned. Annexed hereto as Exhibit 
13, 1s a summary of the development and extent of 
these services, including a history of relations 
with the chartered banks and The Canadian Bankers 
Association for handling cheauing. Exhibit 14 
indicates the charges which have been made by the 
banks since January 1959 for the service and the 
manner in which the system works. 

4B, Jt will be observed from the last mentioned 
exhibit that whereas the Society is required to 
maintain certain floats with the banks and pay 
charges for cash and the items of credit unions and 
the Society to the bank, there is no reciprocal 
compensation to the Society for bank items or govern- 
ment cheques handled by the Society drawn on the 
banks or the Treasury. Exhibit 13, supra, indicates 
in part the extent to which the Society and credit 
unions through the Society have handled such items. 

49g, The Society feels that in the present clearin 
house arrangements the banks have a tremendous advant- 
age in their bargaining position with the absolute 
control of the clearing house. However, it expects 
that the brief submitted by the Canadian Co-operative 
Credit Society Limited will discuss this matter more 
fully and may make recommendations for improvements. 
As the Society will have a part in expressing opinions 
and recommendations in that brief, it reserves any 
further comment at this time. 


RELATIONS WITH OTHER 
FINANCIAL, INSTITUTIONS 


Br. In order to comply with the requirements of the 
Canadian Bankers Association dealing with the clearin 


of orders, it is necessary for the Society to maintai 
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a current account at the Toronto branch of all the 
chartered banks and at about 25 other branch banks. 
Substantial deposits must be kept in all these 
accounts to take care of any credit union orders 
that may be drawn on them. 

The Society feels it has had excellent 
relations with the chartered banks,its only reserv- 
ation being in the matter of clearing house privil- 
eges hereinbefore referred to. The Society believes 
that it is advantageous to the banks to deal with 
it on behalf of a large number of erwaat unions 
rather than the banksdealing with individuals or 
eredit unions. This is particularly so in connection 
with the clearing of orders and cheques where the 
Society performs a large part of the work of handling 
and sorting these items. 

In its dealings in securities and in its 
borrowing on the short term money market, the 
Society has dealt with recognized brokers and has 
benefited from their advice and guidance. 

The Society has also occasionally deposited 
money with and borrowed from the Canadian Co-operative 
‘Credit Society Limited of which it is a shareholder. 

Although the Society is one of 5 central credit 
unions in Ontario, 3 of these have been organized by 
leagues or federations of caisses populaires and the 
Society does not have any financial relations with 
or compete with these centrals in any way. However, 
the Ontario Credit Union League Limited representing 
about 1350 credit unions, operates a branch known as 
the League Central which competes with the Society 
for credit union deposits and loans. There is no 


competition as far as dealings with co-operatives are 
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3 concerned as the League Central does not admit 
4 co-operatives to membership. Neither is there 
competition with respect to chequing services 
: because the League Central does not provide these 
6 services. 
7 55s Save as aforesaid, the Society has had no 
relationship with other financial institutions. 
? X. RESPONSE TO 
g| MONETARY CHANGES 
56. With the exception of one loan from the 
10 Canadian Co-operative Credit Society Limited, the 
11 Society itself has not borrowed other than from the 
12 chartered banks and by the sale of debentures and 
short term notes. Consequently it has been sensitive 
13 to the "tight money" policies when they have been 
14 applied by the chartered banks. To raise money by 
15 the liquidation of Knrbatnches at such a time is 
neither desirable nor economically possible. 
16 Dike Credit unions which normally do business with 
17 the Society have also been sensitive (to a lesser 
18 degree) to such tight money policies. As an example 
of rationing of credit during periods of 'tight money' 
19 we auote from a circular letter sent by the Society to 
20 its members on August 3, 1960, - 
"While Co-op Credit even now does not have unlimited 
21 resources, it is presently in a position to consider 
applications from credit unions needing additional 
22 funds and not already borrowing up to 25% of their 


unimpaired capital. In somewhat arbitrarily setting 
this 25% limit during the loan demand peak, we feel 
23 that we can be of greater service to more credit 
unions than if we advanced up to the maximum legal 
50% normally permitted". ; 


1a 58. The Society's rates of interest are more sensitiv 

25 to changes in the bank rate and the market rate on short 

26 term government securities than are rates of tts member 

97 credit unions. There are several reasons for this which 
mirht be mentioned; 

28 | 


29 | 


30 | 
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(a) Devosits by credit unions in the Society are 
voluntary. At any time a credit union may 
elect to deposit its surplus funds in a bank 
or in another credit union central, or to 
invest such funds in treasury notes or govern- 
ment bonds; 

(b) Credit unions are free to borrow from a bank 
and may do so if the Society's lending rate is 
too far out of line with the available rates 
at the bank; and 

(c) The Society because of its required liquidity 
reserves (by statute) and its responsibility 
to credit unions as the depository of their 
funds. is bound to keep its loans and invest- 
ments on a short term basis. It must meet its 
operating expenses and pay reasonably current 
rates on deposit monies and dividends on its 
share capital. These must come out of the 
narrow margin between what the Society pays for 
borrowed money (including deposits) and wnat it 
receives on loans and on its investments. 

These factors and others have kept the partic- 
ipating members of the Society sensitive to the cost 
factor in using the Society's services. In turn 
they have caused the Society to be sensitive to rate 
changes, both charged by the bank and payable on. 
short term securities. 

Because of the foregoing, changes in the monet- 
ary policy of Canada, effected through bank rates and 
rates on government securities, affect the Society's 
operations and through it tend to affect the operations 
of its member credit unions. 

The availability of funds during ‘tight money' 
periods has reflected itself on the credit unions' 
operations because the Society is one of the main 
depositories of funds and one of the principal sources 
of borrowing for credit unions in Ontario. 

One possible source of funds which has been 
available to the Society and used by.it on one occasion 

(as mentioned above) is its power to borrow from the 

Canadian Co-operative Credit Society Limited of which 

4t is a member. Such loans if they exceed 10% of the 

Canadian Society's assets, must be fully secured by 


government bonds. Though that organization was 
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3 
envisaged as an extension of the credit union 
4 principle to the pooling of seasonal provincial 
5 surpluses on a national basis, unfortunately, 
| however, it is not capable of being fully 
P utilized because of the restrictions in its 
7 enabling legislation and is therefore of little 
8 value to the Society as a source of borrowing, 
63. A compensating factor which must be taken 
? into account is that Ontario Co-operative Credit 
10 Society is built upon a social philosophy quite 
11 different from any commercial financial institut- 
ion. This philosophy it shares with its members. 
i? They are all motivated not by desire to make 
13 excessive profit but by the desire through their 
14 co-operative effort to help their members help 
themselves. This common objective and method of 
? doing business cements the loyalty of a very great 
16 number of credit union members to the use of the 
17 services of credit unions, and of the credit unions 
to the use of the Society. Within reasonable limits 
7 this sociological fact offsets to some extent the 
19 automatic operation of theoretical economic law. 
20 64, Whereas credit unions in this province are 
sensitive to restrictive monetary policies, they are 
aa not as sensitive to expansive monetary policies. 
22 They are mainly associations of average working 
93 people and tend to be conservative about expansion 
of loans until signs of economic recovery reflect 
of themselves in actual employment. It might be a fair 
25 || conclusion that credit unions are a stable influence 
26 | in the economy and that their lending practices are 
closely related to levels of employment rather than 
a8 prospects of profit. 
28 | 
29 | 


i. see a | Bree 
SS8A — shn®) atone a Zz 
7 : e) 


notny ttbeto eg to ssn hafaichaen ne BS bessetvns 
‘fatontverd Isnoesse to antioog oid oF efqtontaq 
Vistesutroinw .atesd fsnotian s mo aseulatve 

Ullut anted to sidsqso gon ef gr .ttevewond 

adi at enoltotatas: ens To seusoed bestittu 

aldsii to stoteiend af bas notssletyel antidsns 
sgniworrod Io soru0e & BS ystetoo® edt ot sulsv 

nested od daum dotdw todost gatéeensqmoo A £0 
gibexd evidetsqo-o9 otastaG jedd af Jnvooss otnt 
ettup yigosofidg tatoo? & mogu titud ef yserooe 
-guttdent {stonsait [stoismmo. yas mort tnetesTttib 
avedmen ett dd¢iw astsde 31 udqogoftdg etAT .not 
eiem oF sihash yd von bo¢avitom {fs exs yorT 

xtedd dguomit exteeb odd ud tud sttotq evieasoxs 
qied siedmen tlod? gisd o¢ tactts evitsirsqo-09 

to bosidtem bas evidostdo mommoo akat .eevloemedd 
dsetp yrev & To ytisvol odd etnsmes eaesntaud natob 
gid to eeu edt o¢ etedmom notau diboxo To T20mun 
anotay ¢ibexo sig to bas .enoinw sibeto Yo.ssolvaise 
agtmif eldsnoases aiddiw .ydetoo’ sii to eeu edd od 
odd tasdxe emos oF steetio tost isotnofotoos eid? 
wel otmociose Imotverosid to noldisisgo otdysmotus 

ec gonivorg eldd at enmoiay dibets eso 1soW .d 
exp yods ,astotfog ywsdenom evitotigass of evidiansa 
,ustotfog yustenom eviensqxs od esvitiener es gon 

_- gatiatrow egsisva To entott¢stooaes yialsm sts youT 
nofensaxs duods svidsvisadeo sd ov bones bas elgosd 
goelter yrsvooet oimomoos Lo engte Iidaw enspot to 
niet. s od digim Jt. .dmemyotame [sutos ot savisumends 
sonsuliat sidate 8 ets smotny dibeso sss moLeplonoo 
e1s asolioatq gnibrel atedd tent bas ymorose ent at 
ned? yeddet toemyolqme To elevel od bedslor yieeolo 


gJtitouwd to etosqaord 


Nethercut & Ui ung 


Terente, Ontaric A823 


1 | 
y 
3 | 
XT. ENCOURAGEMENT OF 

: SOUND PRACTICES _ 

65. Notwithstanding its secure position the 

J Society has always taken an active interest in 

6| the encouragement of sound practices and oper- 

7 ations by its member credit unions. While it 
has no formal control over these, it has an 

8 incentive to encourage them because in the final 

9 analysis the soundness and financial stability 

10 of the Society depends to a large extent on the 

soundness and financial stability of its 

11 customers. 

12 66. Although under present legislation in 

13 Ontario credit unions are not required to keep 

any portion of their shares or deposits in liquid 

14 form, the Society has continually stressed the 

15 need for credit unions to keep a portion of their 

16 funds liguid. As an indication of this, we quote 

the following paragraph taken from the Annual 

17 Report for 1960, - 

18 "Your Board of Directors continues to be 
concerned about the lack of any liquidity 
requirements for credit unions in Ontario, 

19 put in the absence of any legislation dealing 
with the matter, it is unable to do anything 

20 except in the case of personal checking credit | 
unions using the central clearing arrangements’. 

71 In the case of chequing credit unions using 

the Society's clearing arrangements, the contract 
aa between the credit union and the Society provides 

23 | that the credit union will maintain certain liquid- 

24 || ity as a condition of operating the chequing 

95 service. (See paragraph 3 of the contract, Exhibit 

15). | 

26 | 67. Under the Credit Unions Act (Ontario) credit 

27 | unions may borrow up to 25% of their shares, deposits 

28 and surplus upon a resolution of the directors and 

| may upon approval by the members increase this 

29 | amount to 50% of shares, deposits and surplus. The 

30 | 
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1 
2 
3 Society's policy in making loans has been never 
4 to exceed these amounts and in times of ‘tight 
money' has been to encourage credit unions not 
; to borrow more than 20 or 25% of their snares, 
6 deposits and surplus. 
4 ‘XII. CONCLUSIONS 
68. Ontario Co-operative Credit Society is 
i an instrument of the autonomous credit unions and 
9 co-operatives of Ontario created and functioning 
10 on a democratic basis. It provides a place in 
which to pool their funds for temporary deposit 
1 and investment and a place where they may borrow 
12 as the need arises. 
13 69. As the depository for the cash balances of 
many credit unions and co-operatives and their 
55 main source of borrowing, it is the real link 
15 between these organizations and the chartered 
16 banks and investment brokers. Its relationships 
with its banks have been friendly and responsive 
17 to monetary policy. In many respects it has 
18 served as an intermediary between the banks and 
19 its members to the advantage of both. As the 
depository of credit union funds the Society has 
20 also had the effect of directing the investments 
2 of credit unions, channelling them into sound 
2? short term securities. and making the credit unions, 
through the Society, responsive to the monetary 
23 policy insofar as the same is regulated by open 
24 | market transactions of its monetary authority. Its 
95 relation to and dependence upon qualified investment 
brokers in dealing with securities has been demon- 
26 | strated. 
27 
28 | 
29 | 
30 | 
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1 
2 
3 
4 705 The Society itself is subject to the 
5 controls set forth in the Canadian statute 
and is required to maintain sound reserves 
6 
both for bad debts and to assure liquidity. 
7 It is also subject to the careful supervision 
8 and inspection of the Department of Insurance. 
(i The Society believes it has been a 
9 strong contributing factor to the financial 
10 soundness and sound practices of credit unions 
1 in Ontario and it is important that it should 
continue to add stability to the credit unions 
12 of the province. 
13 Te. We respectfully submit that this Commission 
14 should concur in this finding and we trust that 
| the recommendations, if any, of the Commission 
iS touching upon credit unions, will give proper 
16 recognition to the role which the Society plays 
17 and to its continued development, 
All of which is respectfully submitted. 
18 
19 ONTARIO CO-OPERATIVE CREDIT SOCIETY 
159 Bay Street, 
20 Toronto 1, Ontario. 
21 
a 
23 
24 
25 || 
26 | 
27 | 
28 | 
29 
30 
— | 
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ONTARTO CO-OPERATIVE CREDIT SOCIETY 


Orn fiay 4th, 1950, the Treasury Board of 
Canada passed a Rosojuvion certifying 0 C CS, thus making 
it subject to tiie Co-cyerative Credit Associations Act (Canada). 
Copies of this Act nave since been obtained and forwarded to 
all Directors. Some of the requirements of this Act are 
different than wnat we have been accustomed to in the past and 
some minor changes in our operations will be required particularly 
with reference to investing and lending policies. 

As the Act is somewhat difficult to follow 
we have prepared this synopsis of its provisions insofar as they 
effect 0 C C S having in mind that 0 CCS has already been 
certified. As this is @ synopsis only, the information contained 
herein is not necessarily complete and in all cases reference 
should be made to the relevant provisions of the Act. 
GENERAL 

It will be noted that the Act is divided into 
four parts. Parts I, II and III apply to associations - of which 
there is only one in Canada, the C C C S. However, by virtue 
of section 79 (1) the 0 C C S became 

"a co-operative credit society 

incorporated by Special Act, and, 

except as provided in this Part, every 

such organization is invested with all 

the powers, privileges and immunities 

conferred on associations by sections 6, 

& and 10, and is subject to the limitations, 

liabilities and provisions set forth in 

Parts II and III and in this Part." 
Accordingly, in reading the Act it should be borne in mind that 
sections 6, 8 and 10 in Part I and all of Part II, III and IV 
apply to 9 C C S and the word ‘association! used in these sections 
and Parts applies toO CCS. 

Section 6 provides that 0 C C'S shall be a 
pody corporate having ali the powers, privileges and immunities 
set fortn in the Act. 

Section 6 (1) cets forth the powers and objects 


of OCC S and section 0 (°) sets forth certain ineldental vower:. 
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Mece ape ble us.ul povern exeest taat clause (e) of sub- 
section (1) Limits the powers of investment. The Society has 
HOWE Ao” Lawest mone. in dbords, debentures or other securities 


oF OY Caerenvterd dr Give Government of Canada or any Province 


or any Municip,al, Corporiticn in Canada or in vonds, debentures 
or other securities of ‘any school corporation in Canada or 


“SO tie extent Of Not more van 
of the aseresate of the paid uj 
cavital of the Association and the total 
of noney on deposit with the Association 
yA, oC 
or the full Boar 
Otter ne? ouLamue mecca 


In-? 


From tais it will be seen trat only 10% of the capital in deposits 
of OC C S may be invested in investments other than Government, 
Municipal or school bonds or debentures and that any such invest- 
ment must have the affirmative annroval of at least six of our 
Directors. 

Clause (pb) of subsection (2) also deserves 
attention. Heretofore, because of a limitation in the objects 
set forth in our Act of Incorporation, we have been able to 
accept 2 mortuace as security for a loan when such mortgage was 
collateral +o some other security such as a promissory note. 

Now the Society can make these mortgage loans direct without a 
promissory note in addition to tne mortgage security. 

Section 10 refers merely to purchasing the 
business of any other organization or selling the business of the 


Society to another organization. 


This Part deals mainly with loans and invest- 
ments, Gistrioution of earnings, the annual statement and the 
appointment of an auditor. 

Sec. 4 

The Society shail mot make any loan or invest 
any funds if its cash on hand and on deposit in chartered banks 
is less trian 55 of the total money on deposit with the Society 
or if the making of such loan or investment would reduce the cash 


on npand end in vanics to less than 5% of the total money on deposit. 


Xo Soclaty soall not make any loan or invest 


Ja tony tn Government securities, Iunicipal securities 
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or scnool securities if its cash on nand and on deposit in 
chartered banks together with the market value of its Government 
securities, etc. (excluding any securities pledged as. security 
by the Seciety) is less than 20% of the total amount of money 
on deposit with the Society or if the making of such loan or 
investment would reduce such amount to less than 20%. 
Sec. 46 
The Society may not lend money to nor invest 
in the securities of any member if 
(a) the aggregate of 
(i) the total amount of loarsmade to the , 
member less the market value of Govern- 
ment securities, etc. pledged as security 


for any such loans, and 


(ii) the total amount invested by the Society 
in the securities of the member 


exceeds 10% of the aggregate of the paid up- 
capital and deposits of 0 C C S; or 


(0) the making thereof would increase the first 
mentioned azgregate to more than 10% of the 
Second mentioned aggregate. 


NOTE: This section must be read in conjunction with 


“gection 84 (3) which provides that if on the effective date of 


0CC S's certification the loans and investments with respect 
to any member exceeded 10% of the aggregate of the paid up capital 
and deposits then, until the amount of loans and investments to 
the member is reduced to less than 10% of the paid up capital and 
deposits of 00 CS, OC CS shall not lend any money to or 
make any investments in the securities of that member and sub- 
sections (3) and (4) of section 03 are applicable as if the total 
amount of loans had been made under the authority of subsection (2) 
of section 53. 

Sec. 7 

This section provides that the aggregate of 

the total amount borrowed by occ S, the total amount on deposit 
with OC CS, and all monies of which the repayment of principal 
or interest has neen cuaranteed by 0 C CS shall not at any time 
exceed ten times ti2 agcre@e of its paid up capital, the amount 


of its Guarantee Fund and the amount of its surplus. 


0CC8 shall not invest eny of its funds in 
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EXHIBIT 6 


bond;, debentures or other securities on which payment of 


princizad.or interest is in default. 


0CC S$ shall not.either directly or indirectly 


deal in the »uying or selling or bartering of goods, wares or 


merchendis: or mgage or be, engaged in any trade or business. 
sec; 59 


Deals with distribution of earnings. 
Sec, 51 andy be 
Deal with financial statement. 
NOTE: Of interest in these sections are subsections (4) 
and (5) of section 51 which,set forth the requirements for writing 
down the value of any outstanding loan that is in default as to 
payment of principal or interest at the time the statement is 


prepared. 


Sec. 53 and 54 
Deal with the appointment and the duties of the 


auditor. 


Sec. 55 to 62 
These sections set forth the authority of the 


Superintendent of Insurance with reference to statements and 
examinations of the Society. 


Sec. 64 


This authorizes the Superintendent of Insurance 
to levy an assessment against OC C S each year for the purpose 
of meeting the expense incurred in the administration of the Act. 


Sec. 6 
No bearer notes may be issued. 
Sec. 66 
The Society nas a lien on the shares, interest, 
dividends and deposits of any member for debts due to the Society. 
PART IIL 
The sections in this part deal with the 


liabilities of directors and certain offences and penalties. 


PART IV 
Te sections in Part IV are of immediate interest 
+ yt af 4 n ag faLliowe:= 
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EXHIBIT 6 


web tf es 


Mite wakes 16 clear that O C C S has no power 


tO carry on business outside Ontario. 


Subsection (1) of this section makes it clear 
tuat OC CS has no power to make any) investment or deposit 
otnerwise than as authprized by the Act. 

Subsection (2) provides that 0 C © S may with 
the consent of at least two-thirds of the full Board of Directors 
make a loan that would be otherwise prohibited under section 46 
to any member if the term of tne loan does not exceed one year 
and it is adequately secured. 

Subsection (3) provides that where a loan has 
been made to any member under tne authority of subsection (2) 
or has been authorized tne Society snall prepare as at the last 
day of March, June, September and December in each year and sub- 
mit to tne Superintendent and to its members a statement giving 
the particulars set forta in clauses (a), (»), (¢) and (a). 

Subsection (4) provides that the statement 
referred to above shall be submitted to the Superintendent and 
to the members of the organization within fifteen days after the 
day as at which it is prepared. 

Sec. 84 (3) 

This subsection provides that if on the date 
of the Treasury Board's certificate the aggregate of loans by 
the Society to a member and investments by the Society in the 
member's securities exceeds 10% of the paid up capital and de- 
posits of 0 © C § then, until the first mentioned aggregate is 
reduced to less than 10% of the capital and surplus, the Society 

(a) shall not lend any money to or make any 
investment in the securities of that 

member; and 

(pb) subsections (3) and (4) of section 83 are 
egiicable as though the total amount of 

loans made to that member had bean made 


under the authority of subsection (2) of 
that section. 
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our rive... L222200.le4 


YOUR FILE. .ccccccccseceesssssesesssereanes 


DEPARTMENT OF INSURANCE 


7 OTTAWA, CANADA 


8 January 18th, 1962 


Mr. oles ibést, 

Mansger, 

10} Ontario Co-operative Credit Society, 
30 Bloor Street west, 

Torontars, Ontario 


12 Dear Mr. Eesti- 


Ret Annucl Statement for 1960 


13 I em -lad te see from Mr. hobertscn's examination 
report received some time ero th t the above statement was, 
2s usual, very carefully prepared with the result that only 
14 two minor chenves were necessary, being on pages 9 and 10. 
I assume th=t these chenres were discussed with you upon 
15|| completion of the ex:mination and hence I am not mentioning 
them further now. However, if you would like details, I 
shall be hacpy to sunply them. : 


4apert fron the forepoing, I have noted a few points 
17 in his report that I should like to brinp to your attention, 
as follows: 


18 (1) Budret Loens - A review of the budget loans 
indiccte thst eithei the majority of loens origin- 
ating with the Cochrane Co-operative are falling 

19 in arresrs or the Co-operative is slow in remitting 
payments it hes received on the accounts. Perhaps 
you might let me heve your corments on the current 


20 position of the loons to this Co-operative. 
1 (2) Investment Ledper + I realize thet until recent- 


ly the hcldin s of bonds and debentures were relatively 
few in number but with the expansion in this type of 


22 investment Mr. Robertson su¢gfrests that a subsidiary 
4nvestment ledser be established 1n which a complete 
23 record would be maintcined for each block of securities, 


includin: a full descrirtion cf the bond or debenture, 
the drtes of m-turity, ortions, detsils of serial 
24 debentures, the rate cf interest, interest dates, any 
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2 
3 
+ 
5 
6 
January 18, 1962 

7 

cuarartees etc. upsce should bs provided for the 
8 par value end book velue seraretely, alse spece to 


record the receint cf interest. I father that at 
the present time there is only a master control and 
9 brokers! slips ere depended unon to »rovide the 

ssential particulers. However the present system 
does not, seeminply, ~rovide sufficient information 
10 in many cases, oarticulerly in connection with 
seriel debentures and does not provide, sufficient 
control over the collection of interest. 


11 
(2) Directors! Meetings - It would seem that. at the 
12 Directors’ meetine held on April 8th, 1961 following 


the Annuel meetine the Manager acted as Chairman for 
the. election of.officers.,, Without intending to cast 
a3 any reflection wh=»tsoever upon the Menager, there may 
be a question whether any one not being a Director 
could properly act as Chairman of a meeting of the 


14 Board of Directors. Perhaps tnis point might.be re- 
ferred to your Society's solicitor for advice, in order 
15 to elimincste any possibility that business transacted 


at any such meeting might be held to be invalid. 


16 (4) Dividends, Heserves, Surpluses etc. - I see that 


17 incresse of 1% over the former rote, and that the same 
% rate seemingly continued 4n the year 1961. You will 
18 recall some corresnondence about dividends in 1959 (see 


my letter dated May 2lst, 1959) when an additional 1% 
over the usual 4% rate at that time was paid as a 

19 "bonus" in 1958 but I had hoped that this increase would 
not become a vermanent feature, at least until the sur- 
plus «nd reserve vosilion of the Society is very much 

20 stronger. 


1 It 1s a pleasure to see the way in which business 
of the Society is expandine but our concern is that the 
surplus and reserves should fsrow at an even faster pace 
22 since we believe it is essential that the surplus and 
reserve vosition be greatly strengthened as soon as 
possible. It 1s true thet the situation improved in 


23 this respect in 1960 but at the end of that year’ the 
Guarantee Fund end the Generel Heserve were still only 
24 about 1% of the Society's sh»xre capital, deposits and 


borrowed money. In our oninion, this is far short of the 
level thet should be mointained and I continue to hope that 
25 the payment of dividends will be curtsiled until a more 
satisfactory standard of strength hes been achieved. In 
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EXHIBIT 7 


Jonuery 18th, 1962 


this connection I would respectfully draw your 
attention aeain to the implicit objective in Section 
50 cf the Co-operative Credit Associations Act which 
authorizes further additions to the Gusrantee Fund 
to be discontinued when it equals at least 10% of 
the agrresate of the paid-up capital and the total 
amount of money on aenosit. 


I arrreciate the continued co-operation of your society, 
more particularly when cur ixaminers ere at your office. I under- 
st-nd tht the business of the Society hes continued to increase 
rapidly during’ 1961. so th:t Tam returally looking forward with 
much interest to the receipt of the ennu2l statement for that 
year. 


Yours very truly, 


ke Ire fge~ 


Suverintendent of Insurance. 
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EXHiBsT 7 


February 14th, 1962. 


Department of Insurance, 
Ottawa, Canada. 


Attention: Mr. K. R. MacGregor, 
Superintendent of Insurance. 


ANNUAL STATEMENT FOR 1960, 


Thank you very kindly for your letter of January 18th, 1962 
dealing with this subject, Mr. MacGregor. We had hoped to have 
a reply to you before this time but have only now gathered the 
necessary data to answer the specific questions you raised in 
your letter. 


(1) Budget Loans - We have asked the Manager of our 
Loan Department to make a specific review of the 
Cochrane accounts and his report is attached for your 
information, 


(2) Investment Ledger - We very much appreciate the 

helpful suggestions your Mr. Robertson made on this subject. 
We now have established both an investment ledger giving 

the information you outlined in your letter, and also a more 
efficient filing system for the bonds in the safety deposit 

box at the bank. 


(3) Directors! Meetings - As you suggested, we raised 
with our Solicitor the question of the propriety of having 
the Manager act as Chairman at any Board Meeting, and the 
solicitor's reply is enclosed for future reference. 


(4) Dividends, Reserves, Surpluses etc. - We note your 
comments under this headin ’ ir MacGregor, but we have the 
{mpression that our Directors feel one of the best ways to 
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2 ™ EXHIBIT 7 
3 
4 
5 
6 
7 
build the strength of the organization is to pay a 


8 reasonable dividend on shares in order to attract more 
capital to the Society. At the Board Meeting of January 
18th, 1962 we reported to the Board that "more new share 
9 capital ($206,490) was raised during the past year than 
throughout the first eight years following incorporation 
10 ($190,160)". There is no doubt, Mr. MacGregor, that 
nothing near $206,000 would have been raised during 1961 
i4f something.less than a 5% dividend had been paid at the 
11 end of 1960. Largely because of the dividend and the 
expectation of its continuance, credit unions and co- 
operatives invested more in the Society than ever before, 


12 and we were able to raise deposits and other resources by 
ten times the amount of the new share capital. Accordingly, 
13 earnings were higher than ever before, and $51,551 has been 


transferred to General Reserve at the end of 1961, in 
addition to the $21,914 put in the Guarantee Fund, or a 
14 total of $73,465 compared with only $36,628 a year ago. 


[The improved position of the Society at the end of 1961 is 

1Slheflected in the fact that now the Guarantee Fund and the General 
eserve are 1.77% of the share capital, deposits, and borrowed 

16 money compared with the 1% of a year ago mentioned in your letter. 
e believe it is the opinion of our Directors that our Balance 

17 Breet will be further strengthened not by curtailing dividends but 
y continuing to pay the 5% to encourage additional investments in 

ur ‘share capital, whereby other resources may be further increased 

a ultimately still greater reserves built up. (eat: 5 One credit 

nion last week subscribed to $50,000 in new shares - - enabling us 

0A take another $500,000 on deposit.) 


18 


19 


ur Annual Statement to be filed with you by the end of this month 
90 |ts now at our Auditors for their confirmation and signature and 
hould be forwarded to you within the next few days. Our Annual 
eport being presented to the membership meeting on March 3rd, 1962 
214s now at the printers and as soon as we have received the 

ublished copies we shall forward two of them to you immediately. 


22 We do sincerely appreciate your continued interest in the Ontario 
Co-operative Credit Society. We want you to know, too, Mr. MacGregor, 
ysibhas the constructive criticisms and other suggestions offered by 
our senior examiner, Mr. Robertson, during his visits with us are 
oA ery helpful indeed. 


oseph M. Best, General Manager. 
bw 
Encl. 
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EXHIBIT 7 


February 9th, 1962. 


MEMO TO: J. M. Best 
FROM: Cc. N. Wilson 


CO-OP BUDGET PLAN REMITTANCES, - COCHRANE FARMERS CO-OPERATIVE 


We are still having some trouble in getting regular remittances on 
the Budget Plan from this Co-op. When I visited them in October 
the excuse that they had no bookkeeper appeared valid but this 
problem should have been settled by now. 


At present they have a total of $11,033 in budget loans and the 
arrears are as follows: 


30-60 days past due $ 235.31 2.13% 
60-90 rT " tt 166.74 1.51% 
90 days and over 378.00 3.43% 
Total in Arrears $ 780.05 


Three of the past due accounts are being repurchased by the Co-op 
and will result in a reduction of $11 in each of the first two 
categories, in one of $213.00 in the 90-day and over group. The 
breakdown will then appear as follows: 


30-60 $ 224.31 2.00% 
60-90 155.74 1.41% 
90 days and over 165.00 1.46% 


The above figures are below average quality but I do not think 
there is anything too serious there. 
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EXHIBIT 7 
2 
2 
+ 
3 
MITCHELL & ROBINSON 
6| BARRISTERS, SOLICITORS, ETC. 
TELEPHONE EMPIRE 3-4083 
SUITE 804,NORTHERN ONTARIO BUILDING 
7|\ 330 BAY STREET 
| Se A mike eet Se 
8 February 
ee 
| 19 2 
9 
10 Ontario Co-onerative Credit Society 
Room 719, 
11 159 Bay Street, 
TORONTO 1, Ontario. 
12 Attention: Mr. Joseph M. Best, 
General Manager 
13 Dear Joe: 
14 Re: Chairman for election of 
\ Officers 
15'| We acknowledge receipt of your letter of 
January 25th with reference to the above matter. 
16 Tn our opinion, the Superintendent of 
Insurance is correct in that there is no authority 
17 for a person other than the President presiding at 
a meeting of the Board of Directors if the President 
is present. We base this oninion on Article ITI, 
18 Section 4 of your By-laws which provides, - 
Ae The President shall, if present, preside at 
19 all meetings of the shareholders and directors". 
20 As long as the above By-law is in force, we 
would recommend that the practice of having someone 
| other than the President preside at a Meeting of the 
21 || Directors for the election of officers should be dis- 
continued. 
22 Yours truly, 
93. MITCHELL & ROBINSON 
24. ,* 
LWM*id Per, A 
mee mee (i 
25 aad 
26 || 
27 | 
28 | 
l 
29 
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EXHIBIT 12 


Statement Showing Total Loans and Loans in Default 
4 {n Relation to Reserves on December 31, 1961. 


cee re es a ee 


Guarantee 
Loans Fund and Loans in 
7 Outstanding Reserves | Default 


December 31, 1961 $5,103,383.60 $ 160,895.36 $ 19,988.69 


10|| Percentage of 
Ourstanding Loans 100% 3.12% 39% 


11) Guarantee Fund 
and Reserves in 
12 relation to 
Loans in default 8 times 


19 Loans since incorporation $ 36,428,177.59 


20 Loans in default 

December 31, 1961. $26,651.59 

Less Reserve for 

possible losses __ 6,662.90 19,988.69 
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EXHIBIT 13 


MEMORANDUM RESPFCTING 
DEVELOPMENT AND EXTENT OF CHEQUING SERVICES 
OFFERED BY ONTARTO CO-OPERATIVE CREDIT SOCIETY 


The cheauing services provided by the Society 
fall into two main classifications - primary and 
secondary. The former concerns cheques and orders 
drawn on current accounts held in the Society by its 
members; the latter relates to orders drawn on current 
accounts held in individual credit unions by their 


members. 


COMMENCEMENT OF PRIMARY CHEQUING SERVICE 


oe 


Current accounts were first provided by the 
Society in the latter part of 1950 - during its second 
year of operation. The object was to pool the current 
accounts of its members for their mutual benefit and 
to provide convenient facilities for withdrawing such 
funds. By June 30, 1951, 4O members had current accounts 
amounting to a total of $146,499, 1,912 cheques and 
orders had been cleared and interest of 2% per annum was 
being paid on the minimum quarterly balance. 

At this stage, the service was available only 
to members in Toronto. Operations were conducted through 
one bank with member organizations withdrawing funds 
from their accounts by means of orders drawn on the 
Society. and depositing through any branches of that bank 
which were located in the Toronto area. The clearing 
house fee was set at $100.00 a year. and an additional 
charge of $190.00 a year was made by the bank plus 2¢ an 
item cleared. In the Toronto area. the system remained 
virtually unchanged until 1959 except that in 1954 clear- 
ing hovse fees were increased to $300.00 a year and a 


charge of 25 cents an {tem was introduced, 
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EXHIBIT 12 


DER COPMENT AR RR OWOH OPERSTTONS 

4, ™m 1954, branch onerations were started in 
London and Sarnia. 4! master account is held by the 
Society in the local bank, and this is credited 
with denosits of cheques At seid which are made by 
members using the facilities, and debited with 
cheques drawn by these organizations on the account 
as authorized by the Society. The bank concerned 
makes the same service charges and allowances for 
free balances as it does on other current accounts. 

Sin Since 1954, the number of Peanh operations 
has steadily increased and we now have facilities 
in 20 locations throughout Ontario. 

DEVELOPMENT OF SECONDARY, ORDERS OR "PERSONAL CHEQUING" 

oe During the year ended June 30. 1955, follow- 
ing a study of operations in Quebec, Saskatchewan 
and British Columbia. the Society started to provide 
a Personal Chequing service for its member credit 
unions. The basic principle is simple. In addition 
to his share savings, the credit union member 
maintains a deposit account and from it he can with- 
draw funds by means of orders drawn on the credit 
union. 

fon At first this oneration was conducted through 
the facilities already established for primary cheq- 
uing, on vayment of 4100.00 to the clearing bank for 
each credit union adopting the service. The Society 
4g now acting in the cavacity of a Central as defined 
tn Schedule "B" of the Canadian Bankers Association's 
Clearing Regulations which became effective in 
January 1959. This latter is appended as Exhibit 14 


to the brief filed with the Commission. Orders are 
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1 EXHIBIT 13 
2 
2 
4 settled by the Society at Toronto (The Bank 
of Canada Settlement Point) with the except- 
5 fon that those outside the Toronto clearing 
6 area, negotiated locally, are cleared through 
7 the credit unions or the Soctety's local bank 
account. 
. THE PRESENT STTUATION 
9 8. Today the Soctety is providing a 
10 chequing service for 345 member organizations. 
In 1959, both service charges and interest were 
11 eliminated on member accounts as it was found 
42 that they tended to cancel each other. Members 
13 are advised to transfer funds which are in 
excess of their current needs and minimum liquid- 
14 {ty requirements, to interest-bearing term 
15 devosits. 
16 Q, While the service is generally satisfact- 
ory. the Society considers the present clearing 
17] arrangements to be something in the nature of a 
18 "stop-gap", rather than a permanent agreement, 
19 The vresent charges are excessive, particularly 
in view of the considerable amount of work being 
20 done by the Society for the banks. A better 
91 | service could be provided if it were permitted 
22 access to clearing facilities on a genuinely 
reciprocal basis, either as a direct member of 
23 the clearing house or under a system similar to 
24 that being used by the Caisses Populaires in 
Quebec, 
eg I. The following tabulation anon the way 
26 jin which chenauing services have grown since they 
27 were started in 1950, 
28 
29 | 
30 
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1 EXHIBIT 14 
2 
a 
4 
. 
SCHEDULE: "'B" 

6 CLEARING PRIVILEGES 

CREDIT UNIONS (INCLUDING CAISSES POPULAIRES 
7 OUTSIDE THE PROVINCE OF QUEBEC 

CENTRALIZED CLEARING PLAN 

8 

1. Arrangements may be made between a member union 
9 and the Central for the clearing of orders and cheques through 
10 the Central in accordance with this schedule (herein called 
rr “the centralized clearing plan"). 

>, This schedule applies to credit unions, including 
i central credit unions, in any province and to caisses populaires 
13 outside the Province of Quebec, that permit the issuance of 
14 orders on them by their members and are in a centralized clear- 


ing plan. If a credit union has not joined a centralized 


15 clearing plan Schedule "A" applies. 


16 3. (a) In this schedule, the term “credit union" 
means any organization referred to in 2 above, "Central" means 

i a central credit union, "member union" means a credit union 

18 affiliated with the Central, "branch" means 4 branch or agency 

19 of a bank but does not include a sub branch, "local" means 
within the local clearing area, and "ontside points" means 

- places outside the local clearing area. 

21 (pb) “Order means an order drawn on a credit 


22 union. Orders are not cheques as defined in the Bills of 


Exchange Act. 


7 (c) "Clearing privilege" means the privilege of 
24\| waving orders drawn on 4 credit union by its members and cheques 
95|| negotiated by a credit union for its members cleared through 
the clearing facilities provided by the banks. 

26 

| Orders on Credit Unions 
- 4, <A clearing privilege for orders shall not be 
28 granted without the approval of the General Manager of each 
29) bank concerned and may be granted only on the terms and 
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4 conditions stipulated in this schedule. 


5, (a) Orders drawn on credit unions shall bear the 


5 

following marking at the right end of the order in the space 
6 above the amount: 
7 


8 indicating the clearing point at which settlement will be made 
for orders negotiated by the banks, but orders shall not bear 
the name of a bank. Settlement for orders will be made by one 
Central at the Bank of Canada settlement point indicated below 
11 (herein called "the clearing point"): 


Orders on Credit 


12 Unions in Clearing Point 

13 British Columbia. ooev 0 @ 00 Bee ° » Vancouver 
Alberta)..84¢2.Uh.S.¥.% .esdes .CRlgary 
SaskatchewWallescsecoecesessoeees snegina 

14 Manitobascs.to.woleh.it.is.sesWinnipeg 


OntarlGvs aie’ oes ann gee ee enger ou le 
New Brunswick. cccsccsccceeeessoaint John 


15 Nova Scotiaes.cccncscsccceeesoHalifax 

16 6. The Central will conduct with the main branch of 
each bank at the clearing point a current account to which the 

17 


orders will be charged. Orders negotiated by banks will be 


18 sent to the clearing point. 


Exception - At points other than clearing points, 
19 orders negotiated locally drawn on a local credit 
union will be cleared through the local bank with 
which it conducts an account or with which the Central 


20 conducts an account, to which the orders will be 
charged. 
21 
9, The credit union will pay a clearing fee of 5¢ for 
22 each order charged to {ts account with a bank. The clearing fee 
23 will be collected by the bank charging the orders to the account. 
8, Banks will not grant a par crossing privilege for 
24 
orders or recognize the par crossings on orders crossed nego- 
25 tiable without charge at the office of a credit union. 
%6 9, The credit union will have orders on it printed 
at its expense on {ts own paper (not the bank's safety paper.) 
27 
28 Dishonoured Orders 
10. (a) On each banking day the Central or member 
29 union will take delivery at the bank of orders charged to its 
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account. The Central will forward the orders without delay to 
the member unions on which they are drawn. The latter will 
return to the Central on day of receipt any orders which are 
unpaid. The Central will return the unpaid orders to the 
clearing bank not later than 12 noon of the business day 
following the day of receipt of the unpaid orders by it. 

(b) Orders on a member union cleared to it will 
be considered as paid unless returned to the bank by GENO jel giiite 
on day of receipt by the member union. 

ll. (a) The Central or member union will pay the 
bank a charge of 25¢ with respect to each order which is re- 
turned "N.S.F." 

(hb) Each "N.S.F." order shall be stamped as 
follows by the branch to which it is returned by the Central or 
member union: 


Pursuant to clearing rules this item may 
not be cleared again unless certified. 


Cheques and Other Items Clearable through Banks 
12. Cheques on banks, government cheques, government 
and other bonds and coupons and other items clearable through 
a bank which are negotiated by member unions will not be de- 
posited in local branches. Such items will be sent to the 
Central and deposited in the main branches of the banks. Wher- 
ever possible, the Central will deposit in the main branch of 
each bank all cheques on branches of that bank. 
Exception - At points other than clearing points, 
cheques negotiated locally drawn on accounts at 
local banks and grain or creamery tickets may be 
deposited in the local branch with which the credit 
union or Central conducts an account. 
13. For the clearing of cheques and other items 
deposited by the Central the following rates shall apply: 
‘n) Cheques issued by the Government of Canada 
or the province in which the branch is 


Located ocvcccvvocvcscces esesecaend Cherees 


(b) Cheques drawn on accounts at the branch 
where they are deposited....»...No charge. 


(c) Grain and creamery tickets......No charge. 
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1 
2 
3 
(d) Local clearing items (cheques drawn on 
4 or payable at other local branches or 
banks, including cheques on outside 
5 points crossed negotiable without charge 
LOGAEES) Be cet noe cies en wae ee os¢ each 
after allowing 4 free items 
6 for each #50 of minimum 
monthly credit balance in 
7 the current account. 
(e) Cheques on outside points: 
8 Up to $5,000 each..ccceoeee9¢ each plus 
1/10% on daily total. 
9 Over $5,000 cacheocceceeoeel/l6%, min. 
$5 on each item. 
10 Cf). Coupons. pees ce® mysines yuasie sa ereeunen 
rates, viz: 
11 Us td Po CGod he. FPliowi os. PTEAM, min. 
#.25 - for coupons of each 
12 issuer or debtor. 
Over: ($25 000.6% wie clr ge cee apaOey man. 
#5.00 - for coupons of each 
13 issuer or debtor. 
14 (oy ports. SIN, PEPPY. Ooh seals ses Regular rates 
14, (a) Cheques and other items shall be sorted and 
15 listed by the Central in the manner most convenient to the bank 
16 for purposes of clearing. 


(b) Government of Canada cheques shall he 
endorsed by the Central with a suitable rubber stamp showing 


18 the date and the endorsement of both the Central and the clear- 


19|| ing bank. Government of Canada coupons shall be cancelled and 
redeemed Canada Savings Bonds endorsed as required by the Bank 
of Canada. 

21 (ce) The Central shall prepare Government of 

22 Canada cheques, coupons and bonds for clearing as required by 


the Bank of Canada in the same manner as required of bank 


branches... i.e., card cheques, coupons and redeemed Canada 


24 Savings Bonds shall be sorted, listed and enclosed in the 

25 appropriate envelopes. The envelopes shall be sealed and shall 
show on the outside the name of the Central and the total 
amount of the items enclosed. The Central shall undertake to 


27 make good.any errors reported by the Rank of Canada and shall 


98 || pay the clearing bank a fee of $1.00 for each error to cover 


the cost of adjusting. It shall also undertake to reimburse 
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the clearing bank for any items lost in transit between the 
Bank of Canada local agency and the Bank of Canada, Ottawa, 
for which the clearing bank is required to reimburse the Bank 


of Canada. 


Accounts of Centrals - Service Charges 


15. No service charges will be applied to current 


accounts of a Central at main branches at a clearing point. 


Accounts of Member Unions - Service Charges 


16. For the clearing of the following items 
deposited by a member union the following rates shall apply: 


(a) Cheques drawn on accounts at the branch 
where they are deposited......No charge. 


(b) Grain and creamery tickets....No charge. 
(c) Coupons and bonds of a local issuer or 
debtor, payavle at the branch where they 
are depositedescsceceeceoseseeNO Charge. 
(d) Local clearing items (cheques drawn on 
accounts at other local branches or 
DaNlES.) eentress desl daeamere mee Stpes Sacae ¢ each as 
calculated 
in 17 below. 
17. Current accounts of member unions shall in 
every case be subject to service charges of 10¢ per entry 
(debit or credit) after allowing one free entry for each $50 
of minimum monthly balance. A record of the number of the 
following items will be kept by the bank: 


Orders charged to the account (whether posted 
separately or listed and charged in a total) 


Local clearing items deposited (see 16(d) above) 
and each 4 of these items will be counted as one entry for pur- 
poses of applying service charges. 
(The effect of the foregoing is a charge of 10¢ per entry, ot¢ 
per order and o¢¢ for each local clearing item, after ewes 
1 free entry or 4 free orders or 4 free local clearing items 
for each $50 of minimum monthly balance.) 

18. Where a member union makes deposits in an 
account in the name of the Central, the account will be subject 


to the rates in 16 and 17 above. 
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4 
| Supplying of Cash 
5 
SUPPLYING OF CASH - AMENDMENT TO SECTION 19 SCHEDULE B 
6 19. (a) Money parcels will not be prepared and 
7 | despatched to a credit union on instructions of a Central. 
Currency and coin will only be supplied to credit unions at 
8 the branches where their accounts are carried and against 
9 cheques on their accounts. The following charges will apply: 
Currency - 25¢ per $1,000) 
10 plus cost of transporta- 
Coin - 50¢ per 100) tion and insurance 
11 Exceptions 


12 (1). There will be no charge for supplying 
currency or coin up to a total of $5,000 
currency and $500 coin in any one month. 


(2) There will be no transportation and insur- 
ance charge on currency or coin supplied which 
14 otherwise would have to be shipped to an outside 
point as surplus to branch requirements. 


15 | (3) At Bank of Canada agency points, the main 
office of the bank will not make a charge for 
16 | supplying currency or coin but wherever possible 


the Central will arrange for a money transport 
company to take delivery at the Bank of Canada 
17 agency upon the order of the tank and will 
furnish the bank with suitable indemnification 
against errors. 


19|| Transfer of Funds. 

20. (a) Subject to (b) and (c) below, transfers of 
funds between accounts of credit unions will be effected by 
21 means of mail or telegraphic transfer or by deposit of a cheque 
or transfer form drawn on a bank (not by deposit of an order or 
transfer form drawn on a Central or member union.) 

(b) Transfers of funds between accounts with 

24| banks at the same point will be effected by deposit of a cheque 


or transfer form certified by the drawee bank. 


(c) Transfers of funds from the account of’ one 


Central to the account of another Central will be effected by 
27| means of mail or telegraphic transfer. 
(d) Mail or telegraphic transfers will be 


subject to the following rates: 
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EXHIBIT 14 


® 5,000 and under......s+.+-1/10%, min. 
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$ 

: " Plus. cost 
25,000 to $100,000.........1/64%, min. é 
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5 " of message 
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“ transfers. 
8 (e) Transfers of funds by deposit of a 

g|| cheque or transfer form drawn on a bank (whether crossed nego- 
tiable without charge or not) will be subject to the rates for 
cheques deposited. 

Exceptions 

12 21. Far Northern Points - The special rates on 


transactions with far northern branches shall apply in all cases. 
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SUMMARY, OF A BRIEF ON, CANADIAN BANKING 
PRESENTED BY. MELVIN. A.. ROWAT. LO 


THE ROYAL COMMISSION ON BANKING AND FINANCE 


A summary, like a brief, is of little value unless the statements in it are 
accurate. Iam prepared to substantiate all statements contained herein, using 
the Bank of Canada Statistical Summary, the Canadian Bank Act and other legal 
documents for this purpose. 

The present imperfections in our Canadian money and banking system are of 
a twofold nature. One concerns the manner in which our money supply comes into 
existence; the other the lack of relationship between the amount of money in 
circulation (money times velocity) and the production of our country. 

The Canadian Bank Act should be amended so as the Bank of Canada will 
become the sole creator of our entire money supply. Our central bank, working 
in co-ordination with the Federal Government, should regulate our money supply 
so that the amount of money in circulation is always equal to, and determined by, 
the desirable and for sale production in our country. These changes would correc 
our economic problems without further debt and/or taxation. 

Remarks by Graham Towers, when he was governor of the Bank of Canada, 
revealed two very important aspects of Canadian banking. One, that banks do not 
lend our deposits. The other that we have authorized the chartered banks to issue 
a substitute for money. 

These remarks bring to mind several pertinent questions directly related 
to money and banking. What makes up our money supply? Where does it come 
from? Who or what determines the amount of this supply? If the banks do not 
lend our deposits what do they lend? How can the banks afford to pay us interest 
on our deposits they do not lend? When one analyzes the answers to these question 
it is apparent that the recommended changes in the Canadian Bank Act would 
enable the Bank of Canada to be of greater service to the Canadian people. 

Our money supply is made up of Canadian Meh ( Bank of Canada 


notes ) plus bank deposits. Approximately 20% of this supply is created 
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by the Bank of Canada. The remainder is created by the chartered banks. It 
should be noted that it costs the banks very little to create our money supply. 

Most of it is nothing more than figures in a book, as is taught in many Canadian 
schools, created out of thin air. The strange thing is, our money supply constitutes 
an interest bearing debt against people. Canadians are paying hundreds of millions 
of dollars yearly interest on borrowed money because of the imperfections in our 
present Bank Act. 

Our total money supply is determined by two factors. The willingness of the 
banks to increase the figures in their books and the willingness of the people to 
borrow from the banks. There is no direct relationship between our money supply 
and the production of our country. 

Banks do not lend our deposits. What they lend is bank credit, which 
appears as a deposit in the borrower's account without lowering any other deposits 
and increase our money supply by an equal amount. 

The privilege granted the chartered banks by the Canadian Bank Act enables 
them to pay us interest on our deposits and make a consistant profit. The Bank 
Act enables the chartered banks to create and loan $1,150.00 for every $100. 00 
of Canadian currency deposited with them. 

Bank credit created by the chartered banks can be used to purchase Federal 
Government bonds and securities. In one given year, because of the action taken 
by the Bank of Canada, the chartered banks were able to increase their bank 
credit sufficiently to purchase $1,300,000, 000. 00 worth of these secure: 

The Bank of Canada Statistical Summary verifies the fact that it is impossible 
for everyone to withdraw their personal savings from the banks at one time. This 
is a sad state of affairs. Most of our personal savings are nothing more than bank 
credit loaned to the people at interest. These loans appeared originally as deposits 
in the borrowers! accounts but, because of business activities, have been transferre 
from the borrowers' accounts to our savings accounts. 

The Canadian Bank Act enables the chartered banks to make a gross 
yearly profit of $66.00 on $100.00 of Canadian currency deposited with them for 


safe keeping. 
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The imperfections in our money and banking system are not caused 
by the chartered banks. Their creation of money and/or bank credit 
is legal in Canada. It is the composition of the Canadian Bank Act 
adopted by our Federal Government, which is at fault. However, the 
Federal Government has the right to create our money supply and regualte 
the banking system. The Federal Government should progressively bring 
the chartered banks to operate on 100% cash reserve. This would make 
the Bank of Canada the sole creator of our entire money supply. 

When one evaluates the facts pertaining to economics, in section 37, 
of the accompanying brief, it is readily understandable that the amount of 
money in circulation (money times velocity) should be equal to, and 
determined by, the desirable and for sale production of our country. 

For Canadians to enjoy true democracy, both political and economic, 
all monies created by the Bank of Canada should be distributed as 
directly as possible to the Canadian people. The Federal Government 
could, and should, operate on a pay as you go basis. 

The commerce of our country, wherever possible, should operate 
under a competitive free enterprise system, be it private, corporative, 
or co-operative. When the proposed changes put forth are made, it will 
be the production of our country which will regulate our money supply. 

It is nothing more than good national business to have our money 

supply created by our central bank in direct proportion to our production. 
These changes would eliminate once and for all, recessions, depressions 
and inflation in Canada. It would also make money our servant instead 


of our master. 
Respectfully yours, 


Melvin A. Rowat, 
Elmvale, Ontario. 
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CANADIAN BANKING 


PRESENT IMPERFECTIONS EXPOSED AND WORKABLE CORRECTIONS PRESENTED 

The present imperfections in our Canadian money and banking system are 
of a twofold nature. One concerns the manner in which our money supply comes 
into existence; the other the lack of relationship between the amount of money in 
circulation (money times velocity) and the production of our country. 

This brief deals with these imperfections and suggests changes which could 
and should be made in our banking system. These changes would enable the 
Federal Government to correct our economic problems without further debt and/or 
taxation and eliminate once and for all recessions, depressions and inflation in 
Canada. 

We, in this country, are fortunate to be living under a form of democracy, 
where individuals have the opportunity to express their thoughts and present their 
research on all subjects affecting the management of our country. In presenting 
my research and suggested corrections in our Canadian Bank Act, I avail myself 
of this opportunity. 

As a boy back in the hungry thirties I could never understand why my father, 
a locomotive engineer willing to do any kind of work, could not get a job. Because 
he was without work we had insufficient money to purchase the food and clothing whic 
were available. I was told this condition existed because there was a scarcity of 
money. 

Shortly thereafter war was declared and the scarcity of money disappeared. 
There has always been plenty of money for war time purposes, but very often there 
is no money to alleviate human suffering in peace time. Upon returning to civilian 
life I continued to ponder the subject of money; WHERE DOES IT COME FROM? 
WHO OR WHAT DETERMINES ITS SUPPLY? I was determined to learn and I have 
learned the answers to these questions. 

In 1954 it was drawn to my attention that BANKS CANNOT AND DO NOT 
LEND OUR DEPOSITS. When Graham Towers was governor of the Bank of 
Canada he assured the people that; ''The banks cannot, of course, loan the money 
of their depositors. Now what the depositors do with these savings is something 


quite beyond the control of the banks." (Taken from the 1939 Banking and 


Commerce Report, page 455.) 
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This truth, which is contrary to the popular belief of banking, prompted me 
to make a detailed study of our money and banking system and compile this brief. 
A brief is of little value unless the statements in it are accurate. 
lam prepared to substantiate all statements contained herein, using the Bank of 
Canada Statistical Summary, the Canadian Bank Act and other legal documents 
for this purpose. 


Having learned that THE BANKS DO NOT LEND OUR DEPOSITS it raised a 


very important question in my mind; HOW CAN THE BANKS AFFORD TO PAY U 


INTEREST ON OUR DEPOSITS WHICH THEY DO NOT LEND? This appeared 
paradoxical and raised another question in my mind; WHAT DO THE BANKS LEND? 

In my studies I discussed, with a noted Canadian economist, the statement 
which appears in Quick Canadian Facts, 16th edition, page 141; '' The chartered 
banks are required to keep a minimum of eight percent of their Canadian deposit 
liabilities in the form of deposits with, and notes of, the Bank of Canada.''’ This 
eight percent of Canadian deposit liabilities is commonly called the cash reserves 
of the chartered banks and hereafter in this brief will be referred to as cash 
reserves. Ina like manner the Canadian deposit liabilities will be referred to 
as deposit liabilities. 

The statement in Quick Canadian Facts is correct. It is derived from 
sub-section one of section seventy-one of the Canadian Bank Act, as revised in 
1954. THIS PROVISION IN THE BANK ACT ENABLES THE CHARTERED BANKS 


TO LEGALLY CREATE OUR MEDIUM OF EXCHANGE CALLED MONEY, PAY U 


INTEREST ON OUR DEPOSITS - WHICH THEY DO NOT LEND - AND OPERAT 


AT A CONSISTANT PROFIT. 


Having learned this, it was necessary to ascertain how the chartered banks 
come into possession of their cash reserves and what makes up their deposit 
liabilities. 

Cash reserves are increased every time we deposit Bank of Canada notes 
(Canadian currency) with the chartered banks. Cash reserves are also increased 


every time the Bank of Canada purchases securities on the open market. 


raga 


1 betgmoxg .goiiasd to teiled teluqog ait of yisiinos al doidw .divat aidT aT 


sitd aidd sfiqmso> bos moteye goiined bas ysnont Two Yo ybute bslistsb s stem ol 
seistp9908 918 I fi etnsmetate sit seslau ite afsitl to et tolid A 8 
io Ansa ort grien .sisiod een ginomsisie Hs stabingte dive o} bsisgsiq ots I 
einamiusob Isysl tedio bis JoA Ansa neibsasD edt .yismore [soifetisia shsnsl 
7 | .seoqing eins tot 
bsaisy i ereodsa AO quai TOM Od eAVAa BHT tert boentsel gnivel | 2 
YAG oT GAOTAA GAVAS BHT VAD WOH :bniot yor mt nottesup snaduseent deco 
betesqqe vidT TOMS1 TOW OG YEHT HOINW eTI2cOdsd AUO WO TeanaTyl 


4aJ 2AVAG aT Od TAHW ‘point yt ni noliaeup redions beaist bis isoixobsi1sq 


Ingmetsta ast etaroness naibans) betod s djiw .pbseeuostb I estbute yer ol OY ¢ aN : 
eaten oT  :f8I susq wotlibs dia! .atael fistbsnad Asin®@ ai areeqqs fofdw_ i g . 
tigogeh ngibans) wedi to inso1sq Inglis Yo eetiserticr beet & g9sd of betivpst ot ainsd i _ 
eidT ".sbenas? to Ans& offi to tity bois  fdiw séieogeb to tot sdi mt eattilidsil a 
svtoget deso ott belfso visommoo ei esriilidsil taeqeb nsibsis to insot9q iigis er 

dsso as ot botretet od [iw 4eind eid} ni tefigoted bas adasd LaieRas sift to at ' 


be 3 ‘ . « . . - . : ‘s . 
of betiete7 od (iw agittlidsi! taogsh asibsmsO si -aennsm sitll sal .aevi9aes 


Spats ea hen Aid Nery Sr (tN OMEN Som ea Ni 


movi baviveb ei JI -joSttoo Bi etost asibsne’? aoi@ ol tromeisie siT Pes 6 ! met 
ni beaiver es oA Ansa nsibsasD srli to sno-Yinevea noifosa to sno moiiose-dua et 
WMAP CERATAAHS SAT eGIGANg TOA ANAM SHT Vl “YOUIVOAT @IHT bee! i] 

Aq Yatwom (#iIAD AOVAHDX A AO MUIGSM HUO ATAGHO YIGADSI OT “OS 

ss avA - Ghai TOV Od YaRT HOW - atie@otdd AUVO MO TEnAHaTUL fe 

"Sgt alg ge TYHOHT TMATEIENO A TA oa 
tnd bersissdlo arii woe nigitsoas of yisezs09r esw Hi . ein} bontss! aftivel ; Sf , 

ras 


jiaogeb tier} qu eglem isdw bis esvisest dens thedd to coleeoweong olnt emoo 
-peitiitdsil 

agton sbensD to Ansa feogab: ow arnit Wi eve beesatoni ors zavisesTt 1as0 
SeseToN! o8ls ais BOvTS287T 2eD .edoed betetisio adidiiw (youetino asibsmsD) 


Jjeltem nego oli co eeititpoea weasdotud sbensD to AnsG odt omil.yisve 


Nethercut & Young 
Toronto, Ontaric A863 


4 14. The purchasing of securities, Government of Canada or otherwise, by the 
5 banks are nothing more than the granting of loans. The securities (bonds or 
6 treasury bills) are the collateral which guarantee the repayment of these loans. 
15; The deposit liabilities of the chartered banks consist of our personal savings 
7 plus bank loans and/or the purchase of securities by the chartered banks, which 
8 appear as deposits in someone's account. 
9 16. To elaborate on the statement concerning cash reserves, let us consider 
the deposit of $100.00 in Canadian currency with the chartered banking system. 
10 It increases the bank's supply of Bank of Canada notes by $100.00 which constitutes 
11 a part of its cash reserves. THUS WE LEARN THAT EVERY DEPOSIT OF 
12 CANADIAN CURRENCY IN THE CHARTERED BANKING SYSTEM INCREASES 
THEIR CASH RESERVES BY AN EQUAL AMOUNT. 
13 be Now let us consider how the cash reserves of the chartered banks are 
14 increased when the Bank of Canada purchases Federal Government securities, 
15 be it bonds or treasury bills. This can best be understood when we realize 
that THE BANK OF CANADA IS EMPOWERED TO CREATE MONEY FOR THE 
= PURCHASE OF SECURITIES AND THERE IS NO GOLD NEEDED TO BACK 
17 CANADIAN MONEY. °§ When the Bank of Canada purchases Federal Government 
18 securities it pays for them by crediting the Government of Canada's account, at 
the Bank of Canada, with newly created money. However, the majority of the 
Dp Government of Canada's money is kept on deposit with the chartered banks. Thus, 
20 this newly created money can be, and is, transferred to the Government of Canada's 
1 account with the chartered banks. The transfer, which takes place at the Bank of 
Canada, is from the Government of Canada's account to the chartered banks' 
22 account. This transfer increases the chartered banks' deposits with the Bank of 
2 Canada and raises their cash reserves by anequal amount. James E. Coyne, 
24 while governor of the Bank of Canada, made it very clear that the purchase of 
securities by the Bank of Canada increases the cash reserves of the chartered 
25 
banks. 
26 18. The cash reserves of the chartered banks are made up of money created by 
27 the Bank of Canada and deposited with the chartered banks by the Canadian people 
individually and collectively. 
28 
29 


30 
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To elaborate on the statement of what makes up the deposit liabilities of the 
chartered banks; let us consider again the deposit of $100.00 with the chartered 
banks. This appears as a deposit in someone's account and is part of their 
deposit liabilities. Now let us consider what happens when the chartered banks 
grant loans or purchase securities. The borrower puts up the collateral, which 
guarantees the repayment of the loan, and the bank credits the borrower's account 
with the amount of the loan. Thus bank loans, or the purchase of securities by 
the banks, increase the deposit in someone's account and are part of the banks! 


deposit liabilities. The strange thing is THE GRANTING OF A LOAN OR THE 


PURCHASE OF A SECURITY, BY THE BANKS, WHICH CREATES A DEPOSIT, 


NEVER LOWERS ANY OTHER DEPOSITS. SINCE OUR TOTAL MONEY SUPPLY 


1S MADE UP OF CURRENCY PLUS BANK DEPOSITS; IT NECESSARILY FOLLOWS 


THAT EVERY BANK LOAN, WHICH CREATES A DEPOSIT, INCREASES OUR 


TOTAL MONEY SUPPLY. (More of this will be mentioned later. ) 


While discussing Canadian banking, with other leading economists, the 
following was confirmed as being correct: 
"The deposit of $100.00 in Canadian currency, as a savings in the 
chartered banking system, increases their cash reserves by $100.00. 
This increase in cash reserves enables the chartered banks to create 


and loan an additional $1,150.00, which appears as a deposit in the 
borrower's account," 


This expansion of bank credit by the chartered banks is affirmed in the Bank 
of Canada Statistical Summary and can be proven when the provisions of the Bank 


Act are applied. THE $100.00 DEPOSITED IS THE 8% CASH RESERVE, REQUIRED 


BY LAW, OF THE $1, 250.00 DEPOSIT LIABILITIES INCURRED BY THE BANKS IN 


THIS TRANSACTION. 


The one aspect of Canadian banking, which confuses most people, is the fact 
that banks cannot and do not lend our deposits. One of our leading Canadian 
economists verified this statement as follows: 

"Supposing you deposited $100.00 in Canadian Currency in the bank. 
This appears as a deposit in your account and is part of your assets. 


It is an asset of yours and a liability of the bank. Of course we all 
know banks cannot lend liabilities." 


In my research | made a detailed study of the Bank of Canada Statistical 


Summary, particularly where it applies to the amount of money created by the 
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Bank of Canada and the amount of credit created by the chartered banks. The 
Summary verifies the fact that our personal savings, with the chartered banks, 
are in excess of $7,000,000,000.00. It also shows that the total amount of 
legal tender in our country, including all currency, is approximately 
$3,000, 000,000.00. THIS CAUSED ME TO WONDER WHAT WOULD HAPPEN 
IF WE DECIDED TO WITHDRAW ALL OF OUR SAVINGS AT ONE TIME. This 
appears to be another paradox. However, in view of the fact that the banks 
cannot lend our deposits, we should be able to withdraw all of our savings at one 
time. 
While discussing Canadian banking with an economic adviser of the Federal 
Government, I asked the following question: 
"How could the Canadian people hope to be able to get their savings 
of $7,000, 000, 000,00 from the chartered banks, providing they all 
decided to withdraw them at one time, when there is less than 
$3, 000, 000, 000. 00.of Canadian currency in existence ?"' 
He suggested that my answer to this question should come from the Bank 
of Canada and arranged a conference for me with its research department. 
The research department assured me my reasoning was correct: "MOST 
OF OUR PERSONAL SAVINGS ARE NOTHING MORE THAN BANK CREDIT, 
CREATED BY THE CHARTERED BANKS AND LOANED TO THE PEOPLE 


INDIVIDUALLY AND COLLECTIVELY AT INTEREST. THE LOANS APPEARED 


ORGINALLY AS DEPOSITS IN THE BORROWERS' ACCOUNTS, BUT BECAUSE 


OF BUSINESS ACTIVITIES, HAVE BEEN TRANSFERRED FROM THE 
BORROWERS! ACCOUNTS TO OUR SAVINGS ACCOUNTS." They suggested 
that further questions on money and banking could be put in letter from and 
sent to the Bank of Canada. 
The Bank of Canada has affirmed by letter, THAT BANK LOANS APPEAR 
AS DEPOSITS IN THE BORROWERS'ACCOUNTS, WITHOUT LOWERING ANY 
OTHER DEPOSITS. This confirms the statement made earlier, THAT EVERY 
BANK LOAN INCREASES OUR TOTAL MONEY SUPPLY. Our total money supply, 
of approximately $15,000,000, 000.00, is made up of currency plus bank deposits. 
Let us consider the manner, in which Graham Towers, when he was governor 
of the Bank of Canada, explained the creation of money and/or bank credit, by 


the chartered banks. On page 285 of the 1939 Banking and Commerce Report 
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1 
2 
3 
4 it is recorded that Mr. Towers agreed to the statement; that the chartered banks 
do not lend money, but bank credit, a substitute for money. One of the questions 
5 
asked was: ''THEN WE AUTHORIZE THE BANKS TO ISSUE A SUBSTITUTE FOR 
6 MONEY?" Mr. Towers answered: "YES, 1 THINK THAT IS A FAIR STATEMENT 
7 OF BANKING." 
29. On page 79 in the Book ''Understanding the Canadian Economy", which is 
8 
used as an authorized text in many Canadian schools, under the heading ''The 
9 creation of money by banks," the following appears: 
10 "We have already learned that the most important kind of money is 


credit. The most important kind of credit is the credit created out 
of thin air by the banking system. Eighty percent of the volume of 
11 business in Canada uses money that isn't there. Banks lend it out 
of nowhere to people, and when it is paid back it returns to nowhere. 
It can't be seen, yet it can make the difference between full 
12 employment and mass unemployment. Most of the revenue of banks 
is interest on money that does not exist." 


13 30. Let us consider the expansion of bank credit, made possible and legal by 

14 our Bank Act, and the profits the chartered banks can derive from such 
transactions. This will be considered in three phases. First, the deposit of 

us $100.00 in Canadian currency with the chartered banking system, and the gross 

16 profit they can make on our savings. Second, the deposit of an old age pension 

17 cheque with the chartered banks, and the expansion of bank credit this makes 
possible. Third, the purchase of Federal Government securities by the Bank 

ie of Canada and the chartered banks, as it happened in 1958. 

19 aL. As previously illustrated, the deposit of $100.00 in Canadian currency with 

20 the chartered banking system is sufficient cash reserve for the chartered banks to 
create $1,150.00 of bank credit and lend it to the Canadian people at interest. 

” This means that $100.00 of Canadian currency on deposit with the chartered 

22 banking system enables the chartered banks to collect interest on $1,150.00 of 

23 bank loans. When the $3.00 yearly interest paid on the $100.00 savings deposit 
is deducted from the $69.00 interest charged on the $1,150.00 loan, we find that 

” THE CHARTERED BANKS CAN MAKE A GROSS YEARLY PROFIT OF $66.00 ON 

25 $100.00 OF CANADIAN CURRENCY DEPOSITED WITH THEM FOR SAFE 

26 KEEPING -- WHICH THEY NEVER OWNED IN THE FIRST PLACE. 

27 

28 

29 

30 
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What happens when a senior citizen deposits his, or her, pension cheque 
with the chartered banking system? The $55.00 appears as a deposit in the 
elderly person's bank account and INCREASES THE CASH RESERVES OF THE 


CHARTERED BANKS BY $55.00, FOR ALL OF THESE PENSION CHEQUES ARE 


CLEARED THROUGH THE BANK OF CANADA. The transfer which takes place, 


at the Bank of Canada, is from the Government of Canada's account to the 
chartered banks' account. This transfer increases the deposits of the chartered 
banks with the Bank of Canada, without lowering their supply of Bank of Canada 
notes. Since the cash reserves of the chartered banks are made up of deposits 
with, and notes of, the Bank of Canada, the deposit of a $55.00 pension cheque 
with the chartered banking system increases their cash reserves by an equal 
amount. This increase of $55.00 in the cash reserves of the chartered banks 
enables them to create an additional $632.50 of bank credit and lend it to the 
Canadian people at interest. 

Our total money supply was increased by approximately $1,600,000, 000.00 
in the twelve month period ending October 1958. This increase was in the form 
of extra money needed to purchase additional direct and guaranteed funded 
securities of the Federal Government. The majority of these securities were 
Government of Canada bonds. The investing public outside the banks were 
reluctant to purchase these securities. Thus the Bank of Canada commenced to 
purchase a percentage of the Government of Canada bonds. Since the purchase 
of securities by the Bank of Canada increases the cash reserves of the chartered 
banks; the action taken by the Bank of Canada, in this instance, increased the 
cash reserves of the chartered banks sufficiently for them to increase their bank 
credit by $1,300,000, 000.00 and purchase the remainder of the Federal 
Government direct and guaranteed funded securities, by merely increasing the 
figures in their own ledgers. CANADIANS ARE BEING TAXED IN EXCESS OF 


$40,000,000.00 PER YEAR TO PAY THE INTEREST ON THESE SECURITIES 


PURCHASED BY THE CHARTERED BANKS, WITH CREDIT CREATED OUT OF 


THIN AIR. 


We are being taxed in excess of $800,000, 000.00 per year to pay the 


interest on our national debt, which has been incurred over the years because 
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of our imperfect money and banking system. Approximately fourteen cents out 
of every tax dollar we pay to the Federal Government, whether it be direct or 
indirect taxation, is used to pay the interest on this debt. 

Our total money supply comes into existence in the manner which has been 


put forth. WE CANADIANS, INDIVIDUALLY AND COLLECTIVELY, ARB 


PAYING INTEREST TO THE CHARTERED BANKS ON APPROXIMATELY 80% OF 


OUR TOTAL MONEY SUPPLY, WHICH THEY, THE CHARTERED BANKS, 


CREATED OUT OF THIN AIR BY WRITING FIGURES IN THEIR OWN BOOKS. 


I would like to mention here that IT IS NOT THE CHARTERED BANKS WHICH 


ARE AT FAULT. . THEIR CREATION OF MONEY AND/OR BANK CREDIT IS 


LEGAL IN CANADA. IT IS THE BANKING SYSTEM ADOPTED BY OUR FEDERAL 


GOVERNMENT WHICH IS WRONG. OUR PRESENT BANKING SYSTEM CAN AND 


SHOULD BE CHANGED. 


According to section #91 of the British North America Act THE FEDERAL 


GOVERNMENT HAS THE RIGHT, AND IT IS THEIR RESPONSIBILITY, TO CREAT 


OUR MONEY AND REGULATE OUR BANKING SYSTEM. IT IS QUITE EVIDENT 


THAT THE PRESENT BANKING SYSTEM HAS FAILED TO SERVE THE BEST 


INTERESTS OF THE CANADIAN PEOPLE, 


The. imperfections in our present money and banking system, and the 
corrections which could, and should, be made in the same, are better understood 
when we consider the following facts pertaining to economics: 


(A) "A money system is good and without it we could not have reached 
the standard of living that we now enjoy." 


(B) "Money has but one function, to assist in the distribution of materials 
from the producer to the consumer, either now or at some time in the 
future." 


(C) "The only reason for production is consumption." 


(D) "The consumer is equally as important as the producer, for without 
consumption there is no need for production. 


' 


(EB) "Money is but a medium of exchange and in itself has no real value.' 

(F) "It is the production of our country which gives our money its real 
value." 

(G) "To have a balanced economy the amount of money in circulation 


(money times velocity) must be equal to the production of our country." 
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(H) "Money, the life blood of our nation, has to be in circulation to 
perform the function for which it was created." 


(1) "The purpose of society is to gather collectively, for consumption 
individually, the product of our intellectual, inherited and natural 
belated bt stele eb tenet at cc Re heb mien hint cnn 
resources. 


Our money and banking system should be based upun the economic formula: 


"MONEY TIMES VELOCITY EQUALS PRICE TIMES TRANSACTION." To put it 


in simpler terms; "THE AMOUNT OF MONEY IN CIRCULATION SHOULD BE 


EQUAL TO, AND DETERMINED BY, THE DESIRABLE AND FOR SALE 


PRODUCTION OF OUR COUNTRY. ns BANK OF CANADA, OUR CENTRAL 


BANK, SHOULD BE THE SOLE CREATOR OF OUR MEDIUM OF EXCHANGE 


CALLED MONEY. 


I have been assured by other leading economists that the Bank of Canada 
can carry out the tasks it would be called upon to perform, when the following 
proposed changes are made in our Canadian Bank Act. 

The Federal Government should amend the Bank Act and bring the chartered 
banks to operate on 100% cash reserve. The change from 8% to 100% cash reserve 
will have to be done progressively over a period of time to maintain a stable 


economy. WHEN THE CHARTERED BANKS ARE OPERATING ON 100% CASH 


RESERVE THE BANK OF CANADA WILL BE THE SOLE CREATOR OF OUR 


TOTAL MONEY SUPPLY. 

Canadians operating within a competitive free enterprize system, wherever 
possible, should determine the production of our country. The Bank of Canada, 
working in co-ordination with the I'ederal Government, should issue our total 
money supply. The supply should be regulated so that the amount of money in 
circulation (money times velocity) would always be equal to the desirable and for 
sale production of our country. This would guarantee Canadians a balanced 
economy. 

Lest anyone has the thought that these proposed changes would allow the 
Federal Government or the Bank of Canada to turn on and off our money supply 


at will, and possibly cause conditions of worthless money, it should be emphasized, 


THAT WHEN THE PROPOSALS IN THIS BRIER ARE IMPLEMENTED, LE WILL BE 


oj noitsinosi> Al od of aed ,nolfsn wo to boold oti oft .yenoM” 
" beisoro sew di roidw sol noitonut odd stots 


ode hd 


> 


-a9o1H0as7 

siya} atonatoas odd ooqu boesd ad blueta molayve goitond bro yenom HO 
iq oP " BOPPSABAANT RUMI BT AIAVOT YTIOOITY 2tMrT YAMOM" 
ALALNOHE CONTAINED AL LAMOM. MO TMUOMA HT" venv19i teldeiia dl 

MAC HOM MA AIGMIMAIG ANT Ve GAMMA BG CAA OT IAUOE 
NTMED NWO AGAMA TO ALAS GUT "VAT MUO HU; FO MOITsTdons 
POY ANILT AO MUI MVOMO NOT AEN AlO8 MT GAGIVOUR AAG 
YS4OM dei TAD 
hore) to ance od? terlt eteimonvos giibest yorto yd boivags nasd even t ¢ 

gniwollot sdiiasdw .sitolseq ot soqu baliso sd bhvow Ji alten? orl tio yttso 85 
oA Hom deibsind wo ot shat sts aagiisdo besoqo1q 

tefd sdignitd bons JoA dnc odd basen binpde trocuiraved finvebad oAT 
Sr.tleco MOOT of WE mort oyanls att .svisest reso NOOL mo) gts vaqo oj ednsd 
aldAte s diginiens of seit To boirmeq a tsvo Ylaviegs13071q enait ad of sven Iliw 


1eéA9 LOOT MO OVITAH ATO aA BA Ba Ga ATHAHO ) SANT “Moh w Vrionoss 


HUO AO HOTARHD Gi1o2 GAT Fa dw AGAMAD FO AMAA BHT HVA Seas 


YES iacace YEUOMAIATOT 


siodw .eieleve sxingteine gett sviitesqmion 7 niniiw giitersgo aneibansD 

bate lo Xae odT .xainves a0 to neitovborg edt eeirnasiob bivore ,sidiesoq 
inic favo spesi blueta duemirevoD fersbs! od? diiw molinnibyo-o95 ni yridtow 
m youn to tavertn odd dsdt oe boisluyss od bluode ylaque eaT .yiqque ysnom 


ban aldasiaob ott ot Tevpe sd avewls blyow (yutineloy Bom? Vorort) noiisivotis 


boountnd « eunibens) soitntacg blnow aidT .yaevoo two te noijoubotg aise © 


A dseteltrene:) 
of) wolla*bluaw eouisds boesoqety sess Jedd dtguorl) off end suoyss test 
Iqque yenod io Ro bas no juudof sbi n): to Ac edt 10 inematevoD Istebo4 


‘ilies od bipode M ,vonort eeolitiow te snutsrbiioo seuss yidieeag bos fiw js 


WT) OMT AAAI GAA A OMT ME 2 1ACOMONT BHT VAHW TART 


LACWh 110. a eae VP oto ID DLE YT MOO SUG AO KOLLIGGOHS BHT 


.C& 


-Ob 


ib 


a 5 


43. 


44, 


45. 


Nethercut & Young 
Terente, Ontaric A870 


SUPPLY. The Federal Government and the Bank of Canada will simply be 


administering this portion of our affairs. IN ORDER THAT WE CANADIANS HAV 


TRUE DEMOCRACY ALL MONEY CREATED BY THE BANK OF CANADA SHOUL 


BE DISTRIBUTED AS DIRECTLY AS POSSIBLE TO THE CANADIAN PEOPLE. 


THIS DISTRIBUTION SHOULD BE DONE IN ACCORDANCE WITH THE WILL OF 


THE PEOPLE. THE FEDERAL GOVERNMENT COULD, AND SHOULD, OPERAT 


ON A PAY AS YOU GO BASIS BY MAKING THE PROPOSED CORRECTIONS IN OU 


PRESENT BANK ACT. 


When the Federal Government implements these changes in our money and 
banking system, we will have economic freedom, which was the main objective 
of Sir John A. MacDonald. We will have control of the issue of our currency and 
credit and able to enjoy true democracy along with sovereignty of parliament, 
as was suggested by the late Right Honourable MacKenzie King. 


Last, but not least, when these changes are made, MONEY WILL BECOME 


OUR SERVANT INSTEAD OF OUR MASTER. 


I deem it a privilege to have been able to present this brief to the Royal 
Commission set up by the Right Honourable John Diefenbaker to re-evaluate our 


present money and banking system. 
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Chairman, Royal Commission on Banking and finance. 


We, the Britash-Israel-World Federation (Canada) Inc., a Christian, non-denomin- 
ational and non-political Lay Body representing a World-Wide Movement with National 
Units throughout the British Commonwealth of Nations and the Anglo-Saxon World, desire 
to respectfully submit the following suggestions relative to monetary and financial 
affairs which, if put into operation, would bring about the solution of the many grave 
problems engaging the attention of Governments and to which you are now giving special 


attention on behalf of Canada. 


OBJECTIVES - The objects of the Federation are fully set forth in our Membership 
Application Form, a copy of which is appended. In brief we are teaching the National 
Message of the Bible which is the Gospel of the Kingdom of God on earth and which 
includes the complete and perfect Kconomic System laid down by Almighty God to be 
administered as the National Law. Our immediate objective is to educate the General 
Public in the Truth of the Scriptures and to arouse sufficient Public Opinion as to 
cause the Government of Canada to set up a Royal Commission to thoroughly investigate 


these Laws. Our ultimate objective 1s to have these Laws administered as the National 


Law. 


MEMBERSHIP - Our Membership is open to, and is made up of Christian people re- 
gardless of denominational affiliation and which Membership does not in any way 


interfere with, nor prejudice their Membership in the Church of their own choice. 
SUMMARY - 


1. Whereas the nature of the contents of this Brief may appear to some as being 
rather unusual, if not surprising, we shall quote two eminent authorities in their 


respective fields of research. 


BLACKSTONE - The recognized authority on jurisprudence. “This law of nature, 
being coeval with mankind and dictated by God Himself is, of course, superior in 
obligation to any other. It is binding over all the Globe in all countries and at all 
times: no human laws are of any validity if contrary to this; and such of them as are 
valid derive all their force, and all their authority, mediately or immediately from 
this original. This has given manifold occasion for the benign interposition of 


divine Providence, which, in compassion to the frailty, the imperfection, and the 
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blindness of human reason, hath been pleased at sundry times and in divers manners, 
to discover and enforce its laws by an immediate and direct revelation. ‘The doctrines 
thus delivered are called the revealed or divine law, and they are to be found only 


in holy scripture. 


2. J TAYLOR PEDDIE - The well-known British Economist. “I was told in my younger 
days that the Hconomic Laws of God were formulated for a primitive people, and that 
they were of no practical value for present-day purposes. In view of this, I was 
naturally astonished to find that the monetary law necessary to cure the world of its 
ills were fully outlined in the Law and the Prophets, and that the promises which God 
made to Israel! could have been realized in full measure had His Laws, Statutes and 
Commandments been obeyed I will go further and say that God's promises could be 


realized in full measure today if iis Law were made effective.” 


3. The statements in this Brief are based upon the premises that as a nation we 
recognize tie Ten Commandments as the fundamental basis of moral conduct, and 


that our Common Law is based upon these Commandments and the Statutes and Judgments. 


4. When the Commandments were given Statutes and Judgments were also laid down for 
National observance and administration. Taken in their entirety they constitute a 
Spiritual, Moral, Financial, Economic and Political System which is Perfect because, 
in actuality they are the Natural Laws of the Universe, not one of which can be 
ignored or violated with impunity. They will hereafter be referred to as The Divine 
Economic System which is capable of meeting the requirements of any age, at any time, 


under all circumstances and in any place 


5. Included in the Divine Economic System are the principles dealing with the 
monetary and financial structure in all of its phases and the method by which poverty 
and privation may be eliminated. It however, must be understood that the remaining 
principles of the System are vitally important to the proper functioning of the System 
and that merely to solve the problem of the monetary and financial structure is not’ 


sufficient to cure the economic ills of our present system 


6. The promises to which Mr. Peddie refers can be briefly summarized as follows: If 
our nation will administer the Divine Economic System as the National Law we are 
guaranteed on the Oath of Almighty God, permanent peace, perfect health, social 
security, and prosperity beyond our wildest dreams \e believe that promises of such 
surpassing magnitude are worthy of the closest possible consideration and study. We 
therefore respectfully urge that this Commission seriously investigate the monetary 
and financial laws with the view that recommendations be made to the Government for 
their adoption as the National Law, or, at least to recommend that a Royal Commission 
be established to thoroughly investigate the entire Divine Economic Systen'with the 


view to its instatement as the National Law of Canada 


7. There are five main financial laws in the Divine Economic System which we are 
commanded to obey, every one of which is recognized in Principle by our Government but 


have all been corrupted in their application thus imposing a burden of debt upon 
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Governments and people generally recognized as being impossible of payment. These 
Laws are quoted in full in the main body of this Brief in the Paragraphs enumerated 
and are enlarged upon with supplementary Laws in the 6 booklets outlining the entire 


Divine Economic System, 


(a) To create a Standard Measure of Value (Paragraph 16, Page 4) 
(b) To abolish the Interest System (Paragraph 23, Page 5) 
(c) To cancel all debts every seventh year (Paragraph 31, Page 6) 
(d) To recognize the [Income Tax as the only legal tax (Paragraph 37, Page 7) 
(e) To len’ freely for all legitimate purposes (Paragraph 46, Page 8) 


8. We have an invariable Standard of Weights, and Measures but the same Law demands 
a Standard Measure of Value which we ignore. Our Yardstick is always 36 inches - our 
Quart is always 40 ounces. They never shrink or stretch in days of prosperity or in 
depression. But our money which is popularly, but erroneously, considered to be both 


‘wealth’ and a Standard of Value, is not stable. It shrinks and stretches in value. 


9.. We recognize the Divine Law which prohibits usury, but in this case we have 
falsified the meaning of the word by changing it to mean ‘an illegal rate of interest’ 
The Divine Law plainly prohibits an increase of any kind on anything that is loaned. 
Aristotle is credited with defining usury as “Any money profit derived solely from the 
manipulation of money unaccompanied by any productive effort.’ It will be observed 
that there is a sharp line of demarcation between ‘interest’ and ‘dividends’ which 


latter might bedescribedas ‘a share of the profits arising from productive enterprise’ 


10. “The Statute of Limitations’ is a clear recognition of the Divine Law which calls 
for the cancellation of debts every seven years The Law should be applicable to all 


debts and not with the provisos which are incorporated in our present law. 


11. Our Government recognizes the Divine Systemof Taxation in reverse for our present 
method allows deductions from Income Tax up to 10% of one’s Income for money given 
for Ecclesiastical and Charitable purposes. The Divine System calls for an average of 
about 15% of every citizens Income to be paid into the National Treasury. There are 


no other taxes permissabie. 


12. In the Bank of Canada Act the National Housing Act; the Industrial Development 
Bank; and the Central Mortgage and Housing Corporation, the necessary machinery has 
already been established whereby debt-free money can be issued and the Divine Law of 
lending freely for all legitimate purposes without interest can be inaugurated. A 
reasonable Service Charge could be made to cover tne actual expenses involved in such 


a Lending System. 


13. The Government of Canada having asserted and put into practice its indisputable 
duty and right to manufacture and control the currency of the nation, the next logical 
step is to issue debt-free money in accordance with and in proportion to the National 


Productive and Consumptive capacity of our people 


END OF SUMMARY 
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MONETARY AND FINANCIAL REFORM 


14. If our nation is ever to have economic and social justice - if we are ever to 


have Permanent Peace, Perfect Health, Social Security and genuine Prosperity - then 
our monetary and financial laws must be brought into harmony with the Natural Laws of 
the Universe governing such matters. These Laws are contained in the Livine Economic 
System. To conform to these Laws our present monetary and financial structure must 


be completely overhauled. A major operation is necessary. 


15. It has been truly said that the defects which exist in national economic systems 
cannot be cured directly through monetary action alone, but equally it can be said 
with certainty that no economic action can succeed without monetary action. But what 
kind of monetary action? We submit that the answer to all of our monetary and 
financial problems and ills is to be found in the five main financial laws of the 
Divine Economic System, the Principles of which we shall deal in the following pages 
of this Brief. 

It must be understood however that we here state the basic principles, not 
the detail of operation, and with minimum argunents to substantiate the principle. 
THE DIVINE LAW - STANDARDS OF WEIGHTS, MEASURES, VALUE 
16. “Thou shalt not have in thy bag divers weights, a great and a small. Thou shalt 
not have in thy house divers measures, a great anda small. But thou shalt have a 
perfect and just weight, a perfect and just measure shalt thou have: that thy days 
may be lengthened in the land which the Lord thy God giveth thee. For all that do 
such things, and all that do unrighteously, are an abomination unto the Lord thy God.” 
(Deuteronomy 2513-16) “A false balance is abomination to the Lord: but a just 


weight is his delight.” (Proverbs 11-1) 


17. Our Government has recognized the importance of this Law by the establishment of 
the Bureau of Standards insofar as Weights and Measures are concerned, but here the 
recognition of the importance of the Law terminates. This Law plainly demands a 
Measure of Value for, without which, it is impossible to stabilize all the subsidiary 
weights, balances and measures, or to bring about a wide and equitable distribution 


of wealth, which is essential if poverty and destitution are to be removed. 


18. God’s chief complaint against Israel and Judah was, and is, that they made the 
Ephah small and enlarged the shekel, thereby falsifying all weights, balances and 
measures by deceit, and fle objected to the oppression, extortion, and excess which 
arose therefrom. ALL weights, balances and measures should be stabilized and con- 
trolled by Master-Measures, in order that the poor might not be robbed, and that 
economic justice might be distributed in the widest possible way. His regulations 
were designed to the end that there should be no poverty and destitution within the 


gates of our economic system. 


19. God’s full case against Israel because of neglect to establish a Standard Unit 
of Value is found in Amos 8 4-6. “Hear this, O ye that swallow up the needy, even to 
make the poor of the land to fail, Saying, When will the new moon be gone, that we ma 


sell corn? and the Sabbath, that we may set forth wheat, making the ephah small, and 
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the shekel great, and falsifyiny the balances by deceit? ‘That we may buy the poor for 


silver, and the needy for a pair of shoes yea, and sell the refuse of the wheat?’ 


MONEY IS NOT WeALTH - NOW A MEASURE OF VALUE 
20. Wealth cannot be measured in terms of gold, or silver, or money, but is represent- 
ed by Natural Resources, the product of the Field, bkorest, Mines, and Water, and the 


Labour of men, but it must be remembered that Natural jiesources and the products of 
the Soil, are but potential wealth. They do not become rea] wealth until man’s 


labour has been applied to their development. 


The Wealth of a Nation consists of Goods and Services Produced and Provided by Man 
21. The popular idea of Money being regarded as Wealth 1s an heirloom of the defunct 
Gold Standard System when our Monetary System was based on gold.. But money was 
created by man to be used as a servant - as a convenient means for the exchange of 
wealth - for the exchange of goods and services. Tne Mediun of Exchange should never 
have an intrinsic value and the Medium of Exchange cannot be regarded as a measure of 
value Because Money has been regarded as wealth and the basis of value, our present 
system has imposed a burden of debt upon Governments and People, from which, under 


this system, or any other man-made scheme, there can be no escape. 


22. The Uivine Economic System provides for the recognition of Goods and Services as 
the Standard of Wealth against which the Medium of Exchange shall be issued. The 
Medium of Exchange should only have a representative value for a limited period of 
time after issue, certainly not to exceed the Seventh Year when, of necessity adjust- 
ments would be needed to conform to changes in the National Product. A Standard of 
Value must be worked out and put into effect by agreement based upon the man-hours 


required to produce the Goods and Services which make up our Gross National Product. 


THE DIVINE LAW - FINANCING WITHOUT INTEREST - INTEREST SYSTEM PROHIBITED 

23. ‘And if thy brother be waxen poor, and fallen in decay with thee; then thou 
shalt relieve him, yea, though he be a stranger, or a sojourner, that he may live with 
thee. Take thou no usury of him, or increase but fear thy God that thy brother may 

live with thee. Thou shalt not give nim thy money upon usury, nor lend him thy 

victuals for increase” (Leviticus 25 35-37) For further statements concerning the 

prohibition of usury (or interest) read Exodus 22:25, Deuteronomy 23 19,20, Nehemiah 

5:7,10, Isaiah 24 2; Jeremiah 15-10. 

DEFINITION OF USURY 

294. Cruden’ s Complete Concordance defines Usury thus ‘By usury is generally 

understood in the Bible any interest on a loan, whether in money or in wheat or other 

commodities. Modern usage has confined the meaning of the word to an unlawful 

interest. Aristotle is credited with defining usury as ‘Any money profit. derived 


solely from the manipulation of money unaccompanied by any productive effort.’ 


25. Interest and Profits should not be confused, A reasonable profit on the sale of 
goods and services is legal. Money can be invested in a business and a share of the 


profits withdrawn in dividends in proportion to the amount invested. 
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JESUS CHRIST CONDEMNED USURY 
26. Many people declare the Christ approved the Interest System and they quote par 


of the Parable of the Talents and the Pounds as found in Matthew 25°14-30 and in Luk 
19.11-27. The whole Parable should be read and 1t will be found that profit-taking b 
trading was approved but Interest or Usury was scathingly condemned. To try to sho 
that Jesus approved of Interest it will be necessary to prove that He was a hard man, 
reaping where He did not sow gathering where ile did not straw. In other words, 


trying to get something for nothing at the expense of the labour of others. 


27. The early Christian Church was persecuted largely for preaching the Word of God 
against Interest. All of the Apostolic Fathers condemned the taking of Interest. 
Chrystostom said Nothing is baser in this world than interest, nothing more cruel.’ 
By the Laws of Edward the Confessor, the interest-taker forfeited all his property an 
was declared an outlaw and banished from England Attorney General Moy, in the reign 


of James lst, thought the taking of money by interest was no better than taking a 


28. An examination of history will show that every large empire of the past crashed 
largely due to the Interest and Gebt system and that no empire of the past endured 
for much more than 300 years on such a system. Interest was legalized in Britain 
a little less than 300 years ago, and with its legalization there came into being the 


National Debt. 


29. Canada’s Gross Public Debt now stands at approximately 30 billions of dollars and 
the annual debt charges are now roughly one billion of dollars. Private debts, with 
Interest charges running as high as 35% per annum are virtually incalculable. [Despite 
our boasted ‘prosperity , the so-called ‘Small Loan Companies’ are reaping a harvest 
at the expense of the miseries of millions of Canadians who are living on a hand-to- 
mouth basis. Canada’s Interest Bill on Public Debt Account alone equals or exceeds 


the entire value of our whole wheat crop if wheat is valued at $2.00 per bushel. 


30. Our forefathers in inaugurating legalized interest have passed on to us a burden 


and a curse which we in turn add to, and pass on to our children as an inheritance. 


THE DIVINE LAW - CANCELLATION OF DEBTS - THE LORD'S RELEASE 

31. “At the end of every seven years thou shalt make a release. And this is the 
manner of the release. Every creditor that lendeth aught unto his neighbour shall 
release it. he shall not exact it of his neighbour, or of his brother; because it is 


called tne Lord’s release. Deuteronomy 15.1,2. 


32. One of the reasons for this Law, the Margin of the Bible states, is ‘To the end 
that there be no poor among you. fecause of our disregard of this Law, Jesus could 
rightly say to the Leaders of His Day For the poor ye have always with you.’ 
(Matthew 26.11) He did not say, as so many people misquote, ‘You will always have the 


poor with you.’ Re-instate the Divine Laws and there will be no poor. 


33. It is because we have not obeyed this Law of Release that the world is staygering 


under a load of debt impossible of payment and the debt charges are robbing tne people 
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of the fruits of their labour. With Public Debt in Canada now standing at roughly 
30 billions, and with a population of 17 millions, it means that every man, woman and 
child is in debt to the extent of more than $1700.00, or, to put it another way, it 
means that every child born in this country today starts off in life with a millstone 
of debt tied around its neck to the tune of $1700.00. What an inheritance we are 


Passing on to our children! 


34. It must be understood that the main principle of this Law of Kelease is that 

at the end of every seven years, all debtors are released from their indebtedness, and 
God as the Head of the jheocratic State guarantees to refund the creditors. When this 
Law is administered, along with all the rest of the Divine Law, there will be an 
automatic partial re-distribution of wealth every seven years, and a fresh start with 


a clean slate for all individuals 


35. Cancellation of Debts does not mean Repudiation We must learn how to cancel 
debts one against another for it must be recognized that for every dollar owing to 
someone, there is a dollar owed by someone. Most accounts would cancel out against 


another account 


36. Obedience to this Law would release billions of frozen dollars for immediate 
circulation. Hoarding would cease. Spending would be encouraged. Factories would 
run at full blast to supply the demand for all necessities and luxuries. There would 
be no depressions, no unemployed, no poor, and no relief offices. Misery, want, 


anxiety, squalor, slums, would be no more. 


THE DIVINE LAW - TAXATION - WITHOUT OPPRESSION OR CONFISCATION - THE TITHE 


37, “Return unto me, and I will return unto you, saith the Lord of hosts. But ye 
said, Wherein shall we return? Will a man rob God? Yet ye have robbed me, But ye 
say, Wherein have we robbed thee? In tithes and offerings. Ye are cursed with a 
curse, for ye have robbed me, even this whole nation. Bring ye all the tithes into 
the storehouse, that there may be meat in mine house, and prove me now herewith, saith 
the Lord of hosts, if I will not open the windows of heaven, and pour you out a bless-. 


ing, that there shall not be room enough to receive 1t.’ Malachi 3:7-10. 


38. The only legal system of taxation recognized by Almighty God is the Income Tax - 
only one single tax based upon Income. In Scripture 1t is known as the tithe. There 
are no other taxes. Under our present system everything 1s taxed This results in 


confiscation of property and impoverishment of the people. Part of our present 


taxation is based on Property Values regardless of the return in the form of income or 
increase from the said properties - hence a sense of insecurity is developed and the 
people become impoverished This form of taxation also creates slum conditions for 


all improvements made to the property brings increased taxation while conversely, a 


property allowed to deteriorate has its taxes reduced. 


39. A proper taxing system must have certain absolutely necessary features. It must 
(1) provide security 16 must (2) be equitable (3) it must be just; and (4) it must 
be sufficient No nation on ‘earth today operates a taxing system that fully covers 


all these points 
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40. Under the Divine Economic System we finda form of taxation which is (1) equitable 
(2) non-confiscatory; and which (3) ensures security of tenure; and which (4) would 
be sufficient for all necessary governmental expenditures when every person in the 


nation is contributing on the basis of income. 


41. What is known as The Whole Tithe is 10% of one’s income, but in addition there is 
the Tithe of First-fruits, and various other Tithes and Offerings The total General 
Taxation under the Tithing Laws would average about 15% of one’s income, and under no 
circumstances would anyone pay more than 20%. Those who had accumulated much greater 
wealth than the average would pay the extra 5% Here are some references concerning 


the Tithing Laws. Genesis 28:22; Leviticus 27:30-32;: Numbers 18:21; Deuteronomy 14: 
28,29, Deuteronomy 26:2; Leviticus 19 19; Deuteronomy 16:15: Proverbs 3;9,10. 


42. Many think that the Tithe was paid to the Church for Ecclesiastical purposes 
only, but this is not so as even a very casual reading of the Tithing Laws will show. 
The ‘Whole Tithe’ was paid into the custody of the Levites (who performed the 
functions of our modern Civil Service) and they in turn were charged with paying one- 


tenth of the Whole Tithe to the Ecclesiastical Organization within the nation. 


43. For 1961 Canada’s Gross National Income is estimated at about 37 billions of 
dollars. Total Governmental Expenditures of all of Canada’s taxing authorities; 
Dominion, Provincial and Municipal, for 1962 is estimated at approximately 10 billions 
This figures out at roughly 30 percent of our Income, or twice as much as the Divine 
Taxing System requires 

44. Jf the Divine Economic System was administered as the National Law, genuine 
prosperity would flourish and our National Income would be at least doubled. On the 
basis of one single tax of 15% this would bring more than $11 billions into the 
National Treasury which would be the sole taxing authority and the money would be dis- 


bursed to the Provinces and Municipalities according to their requirements. 


45. With the Interest System abolished there would be an annual saving of roughly 
one billion of dollars in Debt Charges, and by taking the Word of God at Face Value’ 
concerning Peace and Safety there would be another saving of a billion and a half on 
what is called ‘National Defence’. Other savings in governmental expenses would bring 
the total up to at least 3 billions, thereby leaving a surplus of income over expend- 


itures (at the present rate) of some 4 billions of dollars. 


THE DIVINE LAW - LENDING FREELY FOR ALL LEGITIMATE PURPOSES 

46. “If there be among you a poor man of one of thy brethren within any of the gates 
in thy land which the Lord thy God giveth thee, thou shalt not harden thine heart, nor 
shut thine hand from thy poor brother, But thou shalt open thine hand wide unto him, 
and shalt surely lend him sufficient for his need, in that which he wanteth. Beware 
that there be not a thought in thy wicked heart, saying, The seventh year, the year 
of release is at hand; and thine eye be evil against thy poor brother, and thou givest 
him nought; and he cry unto the Lord against thee, and it be sin unto thee. Thou 


shalt surely give him, and thine heart shall not be grieved when thou givest unto him 
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because that for this thing the Lord thy God shall bless thee in all thy works, and in 


all that thou puttest thine hand unto.” Deuteronomy 15:7-10. 


47. Christ said, in Luke 6:34 “If ye lend to them of whom ye hope to receive, what 


thank have ye? for sinners also lend to sinners, to receive as much again . . lend, 


| hoping nor nothing again; and-your reward shall be great.” 


48. In order to bring our National Laws into harmony with the Will of God, a system 
of lending for all legitimate purposes must be worked out on an equitable basis 
without interest. Great Public Works must be undertaken with debt-free money. Private 
enterprise must be encouraged. The poor and hungry must be fed, clothed and housed. 

Not in a niggardly fashion, but with an open hand. Homes must be provided for every 
family - without mortgages. This is not pure altruism for in so doing we enlarge the 
number and the value of opportunities for ourselves and for our fellow-citizens. We 
increase the general well-being, security, happiness and prosperity for the entire 


nation. 
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